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DEAR 
PARTNERS, 


AS A FORMER TRACK ATHLETE, 
| STILL HAVE DREAMS OF MY 
HIGH SCHOOL TRACK COACH, 
DICK BELMEAR, YELLING, 
“FINISH STRONG, TAYLOR, 
FINISH STRONG!” IN TRACK, 
FINISHING STRONG WAS 

ALL ABOUT YOUR TRAINING, 
FOCUS, COMMITMENT, 

AND STAMINA. 


Those qualities are also what 

it takes to finish strong in 

the restaurant industry year 
after year. | am proud to say 
that, thanks to our operators 
and support teams, 2019 was 
another strong year. The fourth 
quarter of 2019 represented 
our 40th consecutive quarter of 
positive comparable restaurant 
sales growth. To consistently 
grow sales and traffic fora 
decade is truly amazing, and 

it speaks to the quality of our 
people and their commitment 
to Texas Roadhouse. 





We finished 2019 with comparable restaurant 
sales up 4.7% for company restaurants. As a 
result, our average unit volumes increased 

to $5.6 million. A decade earlier, our average 
unit volumes were $3.7 million, so over a 
10-year period our operators drove nearly 

$2 million more per unit on average, which 

is phenomenal. 


Our revenue increased 12.2% to $2.8 billion 
and diluted earnings per share increased 
11.9% to $2.46. Ten years ago, our revenue 
was just $900 million, which shows our 
strategy of focusing on the fundamentals has 
helped drive revenue. 


On the new store opening front, we opened 
19 Texas Roadhouse company restaurants 
and nine franchise restaurants, primarily in 
international markets. We also opened three 
Bubba’s 33 restaurants. 


We ended the year with a total of 611 stores - 
484 Texas Roadhouse company restaurants, 
28 Bubba’s 33 company restaurants, two 
Jaggers company restaurants, and 97 Texas 
Roadhouse franchise restaurants, including 
28 international restaurants. 


We intend to open a restaurant on Joint Base 
Lewis-McChord in the state of Washington 
later this year. This represents our third 
location ona military base, along with Camp 
Humphrey’s in South Korea and Fort Bliss 

in Texas. We are proud to be one of the only 
full-service restaurants on these bases and 
even prouder that we were selected because 
of requests from the soldiers. 


Asa result of our traffic growth, we continue 
to expand our restaurants through bumpouts 
and in some cases relocating existing 
restaurants, so we can serve more guests. We 
relocated four restaurants in 2019 and have 
up to five relocations scheduled for 2020. 
With most relocations, we gain additional 
parking, more seats, and often better lease 
terms. We also see about a 20% increase in 
sales with the newer unit. 


We continue to remain committed to driving 
shareholder value. Our strong balance 

sheet and healthy cash flow enabled us to 
repurchase over 2.6 million shares in 2019, 
and we also increased our dividend by double 
digits for the seventh straight year. 


Another lesson | learned from my coach that 
| have applied to business is the importance 
of recognizing great performance. At Texas 
Roadhouse, we do that in many ways. From 
our Managing Partner model to offering 
stock grants and annual recognition of strong 
performers, such as Managing Partner of the 
Year, Roadie of the Year, Meat Cutter of the 
Year, and many other awards, we believe it’s 
important to spotlight high performers, such 
as Dwight Szabo and Bonnie Hubrich. 


Dwight was named Managing Partner of the 
Year at our 2019 annual conference. He and 
his team grew sales 9.2% (nearly $650,000) 
and grew traffic by 6.8% with incredible 
efficiency. Dwight, who is a two-time finalist, 
grew profits by keeping a tight eye on costs 
and producing some of the best turnover 
numbers in the company. Dwight also earned 
the Legendary Service, Legendary Profits, 
and Legendary People awards at our 

annual conference. 


Bonnie Hubrich was named our Roadie of 

the Year. She has been a true partner for the 
entire Support Center in her role as Executive 
Assistant to our Vice President of People 

and the People Department. She earned this 
honor because of her willingness to go above 
and beyond to support everyone who passes 
by her desk. Bonnie is a true role model of our 
core values and our culture. 


Over the past 10 years, we have added over 
220 Texas Roadhouse domestic stores, 
created two new concepts, and expanded our 
footprint to 10 foreign countries. We have 
done this because of our people. | have said 
it many times before, but we are first and 
foremost a people company that happens 
to serve steak. It’s the people who make it 
happen every day, and it’s the people who 
help us cross the finish line strong time and 
time again! 


Kent Taylor 
Founder, Chairman, CEO, and President 
Texas Roadhouse, Inc. 
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We had no idea two months ago when They fight to help feed America, whether They rolled up their sleeves and literally 
we released earnings and drafted our it’s in our restaurants, To-Go, Curbside, converted their sit-down restaurants into 
Shareholder Letter that our nation or Family Value Packs. Our goal is always a To-Go/Curbside model in just a matter 
and the world would be turned upside to take care of our people, our guests, of days. It is nothing short of amazing 
down due to the COVID-19/Coronavirus and the communities in which we live that our operators overhauled their 
pandemic. There is no doubt that our and work. That fighting spirit is why we restaurants to go from less than 10% of 
industry has changed drastically and have had 40 consecutive quarters of same their sales through To-Go a few weeks 
there is still much we do not know, which store sales growth over the past 10 years. ago to nearly 100% of their sales through 
is why we have withdrawn our financial Curbside, To-Go, and Carryout because 
guidance for 2020. In short, at Texas Roadhouse, where their dining rooms are temporarily closed. 


there is a will there is a way. During Some created single drive-thrus, some 


But take note that there is also a lot this ever-changing time, our Managing have double drive-thrus, most created 
that we do know. We know that we have Partners have found phenomenal ways Family Value Packs, and some even sold 
the best operators in the world and to feed their communities and keep the bulk food where there were community 
when times are tough, they fight. doors open. 


shortages and allowed by the state. 





















They all had different strategies, but 

what they all have in common is their 
commitment to serving their communities 
and not giving up. 


That’s what owner/operators do. | have 
never been prouder in my life of our 
team of people who are working 
around the clock to keep feeding 
America. | am confident that 

when you have the best 
people and give them the 

freedom to operate, then 

they will not only survive, 
they will thrive. Thank you 
for your trust and support of 
Texas Roadhouse! 
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CHOOSE ONE ENTREE: 

CHICKEN CRITTERS (24 Pieces) 

GRILLED BBQ CHICKEN (Four - 8 oz BREASTS) 
PULLED PORK (218s.) 

BEEF TIPS (2L8s) 


SIRLOIN STEAKS 
(TWO - 8 oz. AND TWO - 6 02. CUTS, COOKED MEDIUM) 


RIBS (FOUR HALF SLABS) 
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2. CHOOSE ONE LARGE SALAD: 
HOUSE OR CAESAR 
DRESSINGS AVAILABLE: RANCH « ITALIAN « BLEU CHEESE » HONEY MUSTARD 


3.CHOOSE FOUR SIDES: 
* MASHED POTATOES + CORN 
+ GREEN BEANS * CHILI 


INCLUDES ROLLS AND HONEY CINNAMON BUTTER 
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We are OPEN and ready to serve you our 
Legendary Food with Legendary Service 






GIVE US A CALL, ORDER ONLINE 


We'll take great care of you 
like we always have! 





CLICK HERE FOR TO-GO 
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April 3, 2020 
To our Shareholders: 


You are cordially invited to attend the 2020 Annual Meeting of Shareholders of Texas Roadhouse, 
Inc. on Thursday, May 14, 2020. The meeting will be held at the Texas Roadhouse Support Center located 
at 6040 Dutchmans Lane, Louisville, Kentucky at 9:00 a.m. eastern daylight time. 


The official Notice of Annual Meeting, Proxy Statement and Proxy Card are enclosed with this letter. 


Please take the time to read carefully each of the proposals for shareholder action described in the 
accompanying proxy materials. Whether or not you plan to attend, you can ensure that your shares are 
represented at the meeting by promptly completing, signing and dating your proxy card and returning it in 
the enclosed postage-paid envelope. Shareholders of record can also vote by touch-tone telephone from 
the United States, using the toll-free number on the proxy card, or by the Internet, using the instructions 
on the proxy card. If you attend the meeting, then you may revoke your proxy and vote your shares in 
person. 


Your interest and participation in the affairs of the Company are greatly appreciated. Thank you for 
your continued support. 


Sincerely, 


whek JC 


W. Kent Taylor 
Chairman, Chief Executive Officer, President 


TEXAS ROADHOUSE, INC. 
6040 Dutchmans Lane 
Louisville, Kentucky 40205 


NOTICE OF 2020 ANNUAL MEETING OF SHAREHOLDERS 
TO BE HELD MAY 14, 2020 


To the Shareholders: 


The 2020 Annual Meeting of Shareholders (the “Annual Meeting”) of Texas Roadhouse, Inc. (the 
“Company”) will be held at the Texas Roadhouse Support Center located at 6040 Dutchmans Lane, 
Louisville, Kentucky on Thursday, May 14, 2020 at 9:00 a.m. eastern daylight time. 


At the Annual Meeting, you will be asked to: 

* elect five directors to the Board of Directors, each for a term of one year; 

* ratify the appointment of KPMG LLP as the Company’s independent auditors; 
* hold an advisory vote on executive compensation; and 

* transact such other business as may properly come before the meeting. 


A Proxy Statement describing matters to be considered at the Annual Meeting is attached to this 
notice. Only shareholders of record at the close of business on March 16, 2020 are entitled to receive 
notice of and to vote at the Annual Meeting. 


By Order of the Board of Directors, 


Christopher C. Colson 
Corporate Secretary 
Louisville, Kentucky 
April 3, 2020 
IMPORTANT 


WHETHER OR NOT YOU EXPECT TO BE PRESENT AT THE ANNUAL MEETING, PLEASE 
SUBMIT YOUR VOTE USING ONE OF THE VOTING METHODS DESCRIBED IN THE ATTACHED 
MATERIALS. IF YOU ATTEND THE ANNUAL MEETING, THEN YOU MAY REVOKE YOUR PROXY 

AND VOTE YOUR SHARES IN PERSON. 


IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE 2020 
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD ON MAY 14, 2020: Our Annual Report 
containing our Proxy Statement related to our 2020 Annual Meeting of Shareholders and Form 10-K for 
the fiscal year ended on December 31, 2019 is available on our website at www.texasroadhouse.com in the 
Investors section. 
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PROXY STATEMENT 


2020 ANNUAL MEETING OF SHAREHOLDERS 
TO BE HELD MAY 14, 2020 


TEXAS ROADHOUSE, INC. 
6040 Dutchmans Lane 
Louisville, Kentucky 40205 





This proxy statement and accompanying proxy card are being furnished in connection with the 
solicitation of proxies by the board of directors (the “Board”) of Texas Roadhouse, Inc., a Delaware 
corporation, to be voted at the 2020 Annual Meeting of Shareholders (the “Annual Meeting”) and any 
adjournments thereof. In this proxy statement, references to the “Company,” “we,” “us” or “our” refer to 
Texas Roadhouse, Inc. This proxy statement and accompanying proxy card are first being mailed to 


shareholders on or about April 3, 2020. 


The Annual Meeting will be held at the Texas Roadhouse Support Center located at 6040 Dutchmans 
Lane, Louisville, Kentucky on Thursday, May 14, 2020 at 9:00 a.m. eastern daylight time, for the purposes 
set forth in this proxy statement and the accompanying notice of the Annual Meeting. 


SUMMARY OF MATTERS REQUIRING SHAREHOLDER ACTION 
Proposal 1—Election of Directors 


The affirmative vote of a plurality of the votes entitled to be cast by the holders of the Company’s 
common stock present in person or represented by proxy is required to elect each nominee. Election by a 
plurality means that the director nominee with the most votes for the available slot is elected for that slot. 
You may vote “FOR” each nominee or you may “WITHHOLD AUTHORITY” to vote for each 
nominee. Unless you “WITHHOLD AUTHORITY” to vote for a nominee, your proxy will be voted 
“FOR” the election of the individuals nominated as directors. 


Our Board has adopted a majority voting policy for uncontested director elections. Under this policy, 
any nominee who receives fewer “FOR” votes than “WITHHOLD” votes is required to offer his or her 
resignation. Our nominating and corporate governance committee would then consider the offer of 
resignation and make a recommendation to our independent directors as to the action to be taken with 
respect to the offer. 


THE BOARD RECOMMENDS THAT YOU VOTE “FOR” THE NOMINEES. 





Proposal 2—Ratification of Independent Auditors 


The proposal to ratify the appointment of KPMG LLP as the Company’s independent auditors for 
the fiscal year ending December 29, 2020 must be approved by the affirmative vote of a majority of the 
shares present (in person or by proxy) and entitled to vote. You may vote “FOR” or “AGAINST” the 
ratification, or you may “ABSTAIN” from voting on this proposal. A vote to “ABSTAIN” will have the 
same effect as a vote “AGAINST” this proposal. 


THE BOARD RECOMMENDS THAT YOU VOTE “FOR” THIS PROPOSAL. 


Proposal 3—Advisory Vote on Approval of Executive Compensation 


The outcome of the advisory vote on whether to approve the executive compensation detailed in this 
proxy statement (including the Compensation Discussion and Analysis, the Executive Compensation 
section and the other related executive compensation tables and related discussions) will be determined by 


the affirmative vote of a majority of the shares present (in person or by proxy) and entitled to vote. You 
may vote “FOR” or “AGAINST” approval of the executive compensation, or you may “ABSTAIN” from 
voting on this proposal. A vote to “ABSTAIN” will have the same effect as a vote “AGAINST” approval 
of the executive compensation. 


THE BOARD RECOMMENDS THAT YOU VOTE “FOR” THIS PROPOSAL. 





Other Matters 


As of the date of this proxy statement, the Board knows of no matters that will be presented for 
consideration at the Annual Meeting other than those matters discussed in this proxy statement. If any 
other matters should properly come before the Annual Meeting and call for a vote of shareholders, then 
validly executed proxies in the enclosed form returned to us will be voted in accordance with the 
recommendation of the Board, or, in the absence of such a recommendation, in accordance with the 
judgment of the proxy holders. Any such additional matter must be approved by an affirmative vote of a 
majority of the shares present (in person or by proxy) and entitled to vote at the Annual Meeting. 


INFORMATION ABOUT PROXIES AND VOTING 
Record Date and Voting Securities 


The Board has fixed the record date (the “Record Date’) for the Annual Meeting as the close of 
business on March 16, 2020. Only shareholders of record at the close of business on the Record Date will 
be entitled to vote at the Annual Meeting and at any adjournment or postponement thereof. At the close 
of business on the Record Date, there were outstanding 69,355,085 shares of common stock, each of 
which is entitled to one vote per share on all matters to be considered at the Annual Meeting. 


The presence in person or by proxy of the holders of a majority of the shares of common stock will 
constitute a quorum for the transaction of business at the Annual Meeting. Shares of common stock 
represented by properly executed proxies received before the close of voting at the Annual Meeting will 
be voted as directed by such shareholders, unless revoked as described below. 


Revocability of Proxies 


A shareholder who completes and returns the proxy card that accompanies this proxy statement may 
revoke that proxy at any time before the closing of the polls at the Annual Meeting. A shareholder may 
revoke a proxy by voting at a later date by one of the methods described on the proxy card or by filing a 
written notice of revocation with, or by delivering a duly executed proxy bearing a later date to, the 
Corporate Secretary of the Company at the Company’s main office address located at 6040 Dutchmans 
Lane, Louisville, Kentucky 40205 at any time before the Annual Meeting. Shareholders may also revoke 
proxies by delivering a duly executed proxy bearing a later date to the inspector of election at the Annual 
Meeting before the close of voting or by attending the Annual Meeting and voting in person. You may 
attend the Annual Meeting even though you have executed a proxy, but your presence at the Annual 
Meeting will not automatically revoke your proxy. 


Solicitation of Proxies 


The cost of solicitation of proxies being solicited on behalf of the Board will be borne by us. In 
addition to solicitation by mail, proxies may be solicited personally, by telephone or other means by our 
directors, officers or employees, who receive no additional compensation for these solicitation activities. 
We will, upon request, reimburse brokerage houses and persons holding common stock in the names of 
their nominees for their reasonable out-of-pocket expenses in sending materials to their principals. 


Other Voting Considerations 


Broker Non-Votes. Under rules of the New York Stock Exchange, matters subject to shareholder vote 
are classified as “routine” or “non-routine.” In the case of routine matters, brokers may vote shares held 
in “street name” in their discretion if they have not received voting instructions from the beneficial owner. 
In the case of non-routine matters, brokers may not vote shares unless they have received voting 
instructions from the beneficial owner (“broker non-votes’); therefore, it is important that you complete 
and return your proxy early so that your vote may be recorded. 


The election of directors (Proposal 1) is a non-routine matter under the applicable rules so broker 
non-votes may occur. However, broker non-votes do not count as shares entitled to vote. Because the 
election is decided by a plurality of shares present (in person or by proxy) and entitled to vote at the 
Annual Meeting, and because our majority voting policy for directors only considers “FOR” votes and 
“WITHHOLD” votes, any broker non-votes will not affect the outcome of this proposal. 


The ratification of the appointment of the Company’s independent auditors (Proposal 2) is a routine 
matter under the applicable rules so broker non-votes should not occur. In addition, because this matter is 
routine and brokers may vote as stated above, the number of votes cast, plus the number of abstentions, 
on Proposal 2 will be used to establish whether a quorum is present. 


The advisory vote on the approval of executive compensation (Proposal 3) and any other matters that 
may properly come before the Annual Meeting are also non-routine matters under the applicable rules so 
broker non-votes may occur. Because broker non-votes do not count as shares entitled to vote, they do 
not affect the outcome of the vote on Proposal 3. 


Abstentions. Abstentions will be counted for purposes of calculating whether a quorum is present. 
The effect of an abstention on each proposal where “ABSTAIN” is a voting choice is discussed above. 


Executed but Unmarked Proxies. Tf no instructions are given, then shares represented by properly 
executed but unmarked proxies will be voted in accordance with the recommendation of the Board, or, in 
the absence of such a recommendation, in accordance with the judgment of the proxy holders. 


CORPORATE GOVERNANCE AND OUR BOARD 


Director Summaries 


Gregory N. Moore 


Director Since: 2005 
Age: 70 


Board Committees | Leadership: 
Audit Committee, Compensation 
Committee and Nominating & 
Corporate Governance Committee; 
Independent Lead director and 
International Liaison; Chairperson 
of Audit Committee and 
Nominating & Corporate 
Governance Committee 


Public Boards: 
None 


W. Kent Taylor 


Director Since: 2004 
Age: 64 


Board Committees | Leadership: 
Chairman of the Board; Company’s 
Chairman, Chief Executive Officer, 
and President 


Public Boards: 
None 


Business Experience: 


Mr. Moore served as the Senior Vice President and Controller of Yum! 
Brands, Inc. until he retired in 2005. Yum! Brands is the worldwide parent 
company of Taco Bell, KFC and Pizza Hut. Prior to becoming Yum! Brands’ 
Controller, Mr. Moore was the Vice President and General Auditor of Yum! 
Brands. Before that, he was with PepsiCo, Inc. and held the position of Vice 
President, Controller of Taco Bell and Controller of PepsiCo Wines & Spirits 
International, a division of PepsiCola International. Before joining PepsiCo, 
he was an Audit Manager with Arthur Young & Company in its New York, 
New York and Stamford, Connecticut offices. Mr. Moore is a certified public 
accountant in the States of New York and California. In July 2011, 

Mr. Moore joined the board of Newegg, Inc., a privately held on-line retailer 
specializing in computer and computer-related equipment, and serves as the 
chair of both the audit and compensation committees. Mr. Moore also serves 
on the board of EF&TRH Restaurants (HK) Holding Limited, a Texas 
Roadhouse, Inc. joint-venture in China. 


Reason for Nomination: 


Mr. Moore is being nominated as a non-employee director because of his 
extensive financial, accounting and international experience in the restaurant 
industry. As a result of these and other professional experiences, Mr. Moore 
possesses particular knowledge and experience that strengthens the Board’s 
collective qualifications, skills and experience. 


Business Experience: 


Mr. Taylor is our founder, Chairman, and Chief Executive Officer, a position 
he resumed in August 2011. Mr. Taylor previously served as Chief Executive 
Officer from 2000 until 2004, at which time Mr. Taylor became Chairman of 
the Company, an executive position. Additionally, Mr. Taylor assumed the 
position of President of the Company on June 24, 2019, a position he 
previously served as from 1993 until 2000. Before his founding of our concept 
in 1993, Mr. Taylor founded and co-owned Buckhead Bar and Grill in 
Louisville, Kentucky. Mr. Taylor previously served on the Board of Directors 
of Papa John’s International, Inc. (Nasdaq: PZZA) from 2011 until 2018. 


Reason for Nomination: 


Mr. Taylor is being nominated as an employee director because of his chief 
executive experience, his knowledge of the restaurant industry and his 
intimate knowledge of the Company as its founder. As a result of these and 
other professional experiences, Mr. Taylor possesses particular knowledge and 
experience that strengthens the Board’s collective qualifications, skills and 
experience. 





Curtis A. Warfield 


Director Since: 2018 
Age: 51 


Board Committees / Leadership: 
Audit Committee, Compensation 
Committee and Nominating & 
Corporate Governance Committee 


Public Boards: 
None 


Kathleen M. Widmer 


Director Since: 2013 
Age: 58 


Board Committees | Leadership: 
Compensation Committee and 
Nominating & Corporate 
Governance Committee 


Public Boards: 
None 


Business Experience: 


Mr. Warfield is a certified public accountant and is currently the President 
and Chief Executive Officer of Windham Advisors LLC, a management and 
strategic advisory firm that offers innovative business solutions for companies 
in the healthcare, BPO (business process outsourcing) and insurance 
industries. He served as part of the senior leadership team of Anthem, Inc. 
one of the nation’s largest health insurers with over $100 billion in revenues 
from 2017 to 2019. As a senior executive at HCA, the largest healthcare 
provider in the country, from 1997 to 2016 he served in a variety of roles. He 
began as the Chief Financial Officer of the Columbia Healthcare Network 
with a majority of his tenure serving as the Chief Executive Officer of NPAS, 
a healthcare services company. 


Reason for Nomination: 


Mr. Warfield is being nominated as a non-employee director because of his 
extensive financial and accounting experience, his executive management 
experience, and his information technology experience. As a result of these 
and other professional experiences, Mr. Warfield possesses particular 
knowledge and experience that strengthens the Board’s collective 
qualifications, skills and experience. 


Business Experience: 


Ms. Widmer is the Company Group Chairman for Consumer North America 
with Johnson & Johnson, a position she has held since December 2018. Prior 
to this position, she served as the President of the Johnson & Johnson 
Consumer OTC division, which provides healthcare solutions through 
well-known and trusted over-the-counter medicines and products, a position 
she held from August 2015. She was previously with Johnson & Johnson for 
21 years, until 2009, where she held numerous positions, including serving as 
Vice President, Marketing, McNeil Consumer Healthcare. Prior to re-joining 
Johnson & Johnson, she served as Executive Vice President and Chief 
Marketing Officer at Elizabeth Arden, Inc. from 2009 to 2015, and was 
responsible for the global growth strategy and marketing execution of the 
Elizabeth Arden Brand. In 2017, she was appointed to the board of directors 
for the Wounded Warrior Project. She is a graduate of the U.S. Military 
Academy in West Point, N.Y. and served for five years as a U.S. Army officer. 


Reason for Nomination: 


Ms. Widmer is being nominated as a non-employee director because of her 
extensive marketing experience in the retail sector and her knowledge of the 
global retail industry. As a result of these and other professional experiences, 
Ms. Widmer possesses particular knowledge and experience that strengthens 
the Board’s collective qualifications, skills and experience. 





James R. Zarley Business Experience: 


Director Since: 2004 Mr. Zarley has served as Chairman, Chief Executive Officer and Chairman of 

the Board of Conversant, a single-source provider of media, technology and 
Age: 75 ; peas ‘ : : : 

services across major interactive marketing channels which previously 
Board Committees | Leadership: operated under the name ValueClick, Inc., and was a member of Conversant’s 
Audit Committee, Compensation board of directors from 1999 until his retirement in 2014. Mr. Zarley shaped 
Committee and Nominating & the company into a global leader in online marketing solutions. Prior to 
Corporate Governance Committee; ] joining Conversant, Mr. Zarley was chief operating officer of Hiway 
Chairperson of Compensation Technologies, where he was a leading member of the management team that 
Committee closed the merger with Verio in 1999. Prior to that, Mr. Zarley was Chairman 
and Chief Executive Officer of Best Internet until it merged with Hiway 
Technologies in 1998. Mr. Zarley also founded and later sold Quantech 
Information Services, now an ADP company. In addition, he spent 19 years at 
RCA in various senior management roles. Currently, he serves on the board 
of directors of several private companies. 


Public Boards: 
None 


Reason for Nomination: 


Mr. Zarley is being nominated as a non-employee director because of his 
chief executive and information technology experience in a developing 
industry, his technology experience and his transactional experience. As a 
result of these and other professional experiences, Mr. Zarley possesses 
particular knowledge and experience that strengthens the Board’s collective 
qualifications, skills and experience. 





Meetings of the Board 


The Board met on eight occasions and its standing committees (audit committee, compensation 
committee, and nominating and corporate governance committee) met on 24 occasions during our fiscal 
year ended December 31, 2019. Each incumbent director attended at least 75% of the aggregate number 
of meetings of the Board and its committees on which such director served during his or her period of 
service. In addition, the Company expects all members of the Board to attend the Annual Meeting. All 
incumbent directors attended the 2019 annual meeting. Four regular Board meetings are currently 
scheduled for the 2020 fiscal year. Executive sessions of non-employee directors, without management 
directors or employees present, are typically scheduled in conjunction with each regularly scheduled Board 
meeting. The role of each standing committee is more fully discussed below. 


Leadership Structure of the Board and Role of the Board in Risk Oversight 


Leadership Structure. The Board currently includes four independent directors and one employee 
director, and the positions of Chairman and Chief Executive Officer are occupied by the same individual. 
As noted above, Mr. Taylor was named Chairman of the Board in recognition of his founding and 
continuing leadership role in the Company and has held that position since 2004. Mr. Taylor also resumed 
the position of Chief Executive Officer in August 2011. Mr. Taylor previously served as Chief Executive 
Officer from 2000 until 2004. We believe that the Company and its shareholders are best served by having 
Mr. Taylor serve in both positions because he is the person most familiar with our unique culture, business 
model, and the challenges we face in the current macro-economic environment. Mr. Taylor’s wealth of 
knowledge regarding Company operations and the industry in which we compete positions him to best 
identify matters for Board review and deliberation. Additionally, the combined role of Chairman and 
Chief Executive Officer unifies the Board with management. We believe that the Company can more 
effectively execute its current strategy and business plans to maximize shareholder value if our Chairman 
is also a member of the management team. 


While the Board considers all of its members equally responsible and accountable for oversight and 
guidance of its activities, they also have designated a Lead Independent director, who is elected annually by 
a majority of the Board. Mr. Moore currently serves as the Lead Independent director. The responsibility 
and authority of the Lead Independent director are delineated in our Corporate Governance Guidelines, 
which can be found on the Company’s website at www.texasroadhouse.com but include, without limitation: 


(i) providing leadership to the Board in any situation where the Chairman is not present; 


(ii) presiding at all executive sessions of the Board and advising the Chairman and Chief 
Executive Officer on any decisions arising from such executive sessions; 


(iii) approving in advance agendas and schedules for Board meetings and the information that is 
to be provided to the other directors; 


(iv) upon request by any major shareholders, being available for consultations and direct 
communication; 


(v) regularly meeting with the Chairman and serving as a liaison between the Chairman and the 
other independent directors; 


(vi) overseeing the Board’s annual self-assessment process; and 


(vii) calling any additional Board meetings as needed. 


Risk Oversight. The Board is responsible for overseeing the Company’s risk management strategies, 
including the Company’s implementation of appropriate processes to administer day-to-day risk 
management. The Board is informed about risk management matters as part of its role in the general 
oversight and approval of corporate matters. The Board gives clear guidance to the Company’s 
management on the risks it believes face the Company, such as the matters disclosed as risk factors in the 
Company’s Annual Report on Form 10-K. Furthermore, the Board has delegated certain risk management 
responsibilities to its audit committee and compensation committee. 


Through the audit committee’s charter, the Board has authorized the audit committee to oversee the 
Company’s risk assessment and risk management policies. The audit committee, in fulfilling its oversight 
responsibilities, regularly and comprehensively reviews specific risk matters which have been identified by 
management. The Company’s internal auditors regularly report directly to the audit committee on the 
results of internal audits, the scope and frequency of which are based on comprehensive risk assessments 
which have been approved by the audit committee. Additionally, a risk committee comprised of Company 
management regularly updates the audit committee on the results of its risk management activities, which 
are based on the Company’s prioritized risk overview that is updated at least annually and reviewed with 
the audit committee. The audit committee is routinely advised of operational, financial, legal, and 
cybersecurity risks both during and outside of regularly scheduled meetings, and the audit committee 
reviews and monitors specific activities to manage these risks, such as insurance plans, hedging strategies 
and internal controls (as and if applicable). 


Through the compensation committee’s charter, the Board has authorized the compensation committee 
to oversee the compensation programs for the Company’s executive officers and non-employee directors on 
the Board. The compensation committee, in fulfilling its oversight responsibilities, designs the compensation 
packages applicable to the Company’s executive officers and Board members. The compensation committee 
also consults with management on the payments of bonuses and grants of stock awards to key employees. 


The audit committee and the compensation committee jointly perform an annual risk assessment of 
our compensation programs for all employees to determine whether these programs encourage 
unnecessary or excessive risk taking. In conducting this review, each of our compensation programs is 
evaluated on a number of criteria aimed at identifying any incentive programs that deviate from our risk 
management objectives. Based on this review in 2019, both the audit committee and the compensation 


committee concluded that we have the right combination of rewards and incentives to drive company 
performance, without encouraging unnecessary or excessive risk taking by our employees. Specifically, the 
audit and compensation committees identified the following components of our compensation programs 
that mitigate the likelihood of excessive risk taking to meet performance targets: equity incentive 
compensation in the form of restricted stock units; long term contracts and a financial buy-in requirement 
for restaurant management; a guaranteed base salary within our support center management personnel; 
minimums and maximums on profit sharing compensation within our support center management 
personnel; robust internal controls; operational focus on top line sales growth; and, a business model 
which focuses on a strong balance sheet, relatively low debt, prudent growth, and sustainable long-term 
profitability. 


The Board’s oversight roles, including the roles of the audit committee and the compensation 
committee, combined with the leadership structure of the Board to include Company management, allow 
the Board to effectively administer risk management policies while also effectively and efficiently 
addressing Company objectives. 


Strategic Planning and Initiatives. The Board also plays an instrumental oversight role in the strategic 
planning and initiatives of the Company. As a part of this role, the Board has periodic strategic planning 
sessions with management to ensure that the Company and the Board are aligned on the long-term goals 
and initiatives of the Company. Additionally, the Board conducts periodic asset management reviews of 
the Company’s assets to ensure that the Board and the management of the Company are in agreement on 
how the Company is managing its asset portfolio. Finally, the Board provides direct oversight over certain 
other strategic initiatives or transactions implemented by the Company, including franchise acquisitions 
and the Company’s share repurchase activities. 


Sustainability Initiatives. Both the Board and the Company take great pride in our environmental, 
social and governance efforts—specifically our sustainability program and our appreciation for and 
commitment to our employees and for the community. Our commitment is evident from our long history 
of dedication to corporate citizenship and the manner in which we often consider sustainability as part of 
our decision-making process. In furtherance of the foregoing, the Board reviews the Company’s 
sustainability initiatives as a part of their oversight role of the Company’s business strategy and risk 
management. In particular, the Board receives periodic updates, at least annually, of the Company’s 
sustainability initiatives from management. Additionally, the Company includes a sustainability update in 
the Company’s Annual Report. 


Committees of the Board 
The Board has three standing committees: 
(i) the audit committee; 
(ii) the compensation committee; and 
(iii) the nominating and corporate governance committee. 


The Board has adopted a written charter for each of these committees, which sets out the functions 
and responsibilities of each committee. The charters of these committees are available in their entirety on 
the Company’s website, www.texasroadhouse.com. Please note, however, that the information contained on 
the website is not incorporated by reference in, nor considered to be a part of, this proxy statement. 


The Board has also designated one of its members as an International Liaison, which is elected 
annually by a majority of the Board. Mr. Moore currently serves as the Board’s International Liaison. The 
duties and responsibilities of International Liaison include, without limitation, (i) overseeing the 
Company’s efforts in international expansion and reporting to the Board on those efforts, (ii) traveling 
with certain members of management to proposed international locations and markets (as needed) and to 
meet proposed international business partners where appropriate, (ili) meeting with the Company’s 
compliance team regarding the required anti-bribery and corruption due diligence review on any proposed 
international business partner, and (iv) reviewing on behalf of the Board all new proposed international 
development or franchise agreements. 


Audit Committee. As described in its charter, the primary purpose of the audit committee is to assist 
the Board in fulfilling its oversight responsibility relating to: 


(i) the integrity of the Company’s consolidated financial statements; 

(ii) the Company’s compliance with legal and regulatory requirements; 
(iii) the independence and performance of the Company’s internal and external auditors; and 
(iv) the Company’s internal controls and financial reporting practices. 


The audit committee is also directly responsible for the following: (a) pre-approving all audit and 
permitted non-audit related services provided by our independent auditors, (b) the appointment, 
compensation, retention, and oversight of the Company’s independent auditors, and (c) periodically 
evaluating whether or not the Company should rotate the independent auditors utilized by the Company. 
In connection with the audit committee’s appointment of the Company’s independent auditors, the audit 
committee evaluates the service level of the incumbent independent auditor on an annual basis, which 
includes criteria such as prior year quality of service, industry and technical expertise, independence, 
resource availability, and reasonableness and competitiveness of fees, as well as solicits the input of key 
management employees during its evaluation. The audit committee reviews all of the Company’s earnings 
press releases and Quarterly and Annual Reports on Form 10-Q and Form 10-K, respectively, prior to 
filing with the Securities and Exchange Commission (the “SEC”). The audit committee is also responsible 
for producing an annual report on its activities for inclusion in this proxy statement. All of the members 
of the audit committee are “independent,” as that term is defined in the listing standards under NASDAQ 
Marketplace Rule 5605(a)(2) and meet the criteria for independence under the Sarbanes-Oxley Act of 
2002 and the rules adopted by the SEC. The audit committee is currently comprised of Messrs. Moore, 
Warfield, and Zarley. Mr. Moore chairs the audit committee. The Board evaluated the credentials of and 
designated Messrs. Moore and Warfield as audit committee financial experts. The audit committee met 14 
times during fiscal year 2019, which were comprised of six regular meetings of the audit committee, and 
two meetings per quarter relating to the audit committee’s review of the Company’s filings with the SEC. 


Compensation Committee. As described in its charter, the compensation committee: 


(i) assists the Board in fulfilling its responsibilities relating to the design, administration and 
oversight of employee compensation programs and benefit plans of the Company’s executive officers; 


(ii) discharges the Board’s duties relating to the compensation of the Company’s executive 
officers and non-employee directors; and 


(iii) reviews the performance of the Company’s executive officers. 


The compensation committee is also responsible for reviewing and discussing with management the 
“Compensation Discussion and Analysis” in this proxy statement and recommending its inclusion in this 
proxy statement to the Board. All of the members of the compensation committee are “independent” 
under all applicable rules, including the listing standards under NASDAQ Marketplace Rule 5605(a)(2) 
and the requirements of the SEC. The current members of the compensation committee are Ms. Widmer 
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and Messrs. Moore, Warfield, and Zarley. Mr. Zarley currently chairs the compensation committee. The 
compensation committee met six times during fiscal year 2019. 


Nominating and Corporate Governance Committee. As described in its charter, the nominating and 
corporate governance committee assists the Board in: 


(i) identifying individuals qualified to become Board members and recommending nominees to 
the Board either to be presented at the annual meeting or to fill any vacancies; 


(ii) considering and reporting periodically to the Board on matters relating to the identification, 
selection and qualification of director candidates; 


(iii) developing and recommending to the Board a set of corporate governance principles; and 
(iv) overseeing the evaluation of the Board, its committees, and its incumbent members. 


The nominating and corporate governance committee routinely evaluates the size and composition of 
the Board and the variety of professional expertise represented by the Board members in relation to the 
Company’s business. To assist in this process, the nominating and corporate governance committee has 
identified certain interpersonal skills and professional skills desirable for some and/or all of the directors 
on the Board. The interpersonal skills are personal attributes that each director should possess and 
include ethics and integrity, leadership skills, negotiation skills and crisis management skills. The 
professional skills are an assessment of governance and industry based skill areas which should be held 
collectively by the Board but not necessarily by each director and contain skills relating to (i) financial, 
risk and compliance skills, (ii) governance and management skills, and (iii) sector and industry specific 
skills. All of the members of the nominating and corporate governance committee are “independent” 
under all applicable rules, including the listing standards under NASDAQ Marketplace Rule 5605(a)(2) 
and the requirements of the SEC. The current members of the nominating and corporate governance 
committee are Ms. Widmer and Messrs. Moore, Warfield, and Zarley. Mr. Moore chairs the nominating 
and corporate governance committee. The nominating and corporate governance committee met four 
times during fiscal year 2019. 


Policy Regarding Consideration of Candidates for Director 


Shareholder recommendations for Board membership should include, at a minimum, the name of the 
candidate, age, contact information, present principal occupation or employment, qualifications and skills, 
background, last five years’ employment and business experience, a description of current or previous 
service as director of any corporation or organization, other relevant biographical information, and the 
nominee’s consent to service on the Board. A shareholder nominee will be requested to complete a 
detailed questionnaire in the form that current non-employee directors and executive officers of the 
Company complete. 


The nominating and corporate governance committee may consider such other factors as it may deem 
are in the best interest of the Company and its shareholders. The Board has adopted corporate governance 
guidelines which provide that, if and when the Board determines that it is necessary or desirable to add or 
replace a director, the nominating and corporate governance committee will seek diverse candidates, taking 
into account diversity in all respects (including gender, race, age, board service, background, education, skill 
set, and financial acumen, along with knowledge and experience in areas that are relevant to the Company’s 
business), when forming the nominee pool. The nominating and corporate governance committee has 
reviewed the process used in the selection of director candidates and concluded that the pool contained a 
diverse group of candidates. The manner in which the nominating and corporate governance committee 
evaluates a potential nominee will not differ based on whether the nominee is recommended by a 
shareholder of the Company. 
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The Company currently retains a corporate recruiter to assist in identifying candidates for open 
positions at the Company. Upon request, this recruiter also assists in identifying and evaluating candidates 
for director, but the Company does not pay an additional fee for this service. 


Compensation of Directors 


As further discussed in the “Compensation Discussion and Analysis,” the compensation committee 
engaged Willis Towers Watson as an independent compensation consultant in 2017 to advise the 
compensation committee on the compensation for our executive officers and non-employee directors. 
Specifically, the compensation committee asked the compensation consultant to provide market data, 
review the design of the compensation packages for our executive officers and non-employee directors, 
and provide guidance on cash and equity compensation for our executive officers and non-employee 
directors, including, without limitation, the issuance of restricted stock units to our non-employee directors 
and executive officers as more particularly described in this proxy statement. Similar to our compensation 
philosophy for our executive officers, we believe that issuing restricted stock units to our non-employee 
directors aligns their interests with those of our shareholders. Specifically, since the bulk of each 
non-employee director’s compensation lies in the value of the restricted stock units granted, the 
non-employee directors are motivated to continually improve the Company’s performance in the hope that 
the performance will be reflected by the stock price on the vesting date of their restricted stock units. 
Moreover, we believe that the restricted stock unit awards drive director alignment with maximizing 
shareholder value because the value of the restricted stock units varies in response to investor sentiment 
regarding overall Company performance at the time of vesting. 


As described more fully below, the following table summarizes the total compensation earned for 


fiscal year 2019 for each of the non-employee directors. 


2019 Director Compensation Table 


Grant Date 
Fees Earned Fair Value of 
or Paid in Stock Awards 








Name Cash ($) ($) (1) Total ($) 
Gregory N. Moore 113,500(2) 346,416 459,916 
James F. Parker(3) 4,833(4) 293,835 298,668 
Curtis A. Warfield 51,500 284,556 336,056 
Kathleen M. Widmer 39,500 275,277 314,777 
James R. Zarley 59,306(4) 293,771 359) 07H) 





(1) The non-employee directors were granted the following restricted stock units on January 8, 2019, 
each of which vest over a one year period and were outstanding on December 31, 2019 (other than as 
more particularly described in footnote (3) below): 


(i) each director received a base grant of 4,250 restricted stock units; 

(ii) the Lead Independent director for the Board received a grant of 500 restricted stock units; 
(iii) the chairperson of the audit committee received a grant of 350 restricted stock units; 

(iv) the chairperson of the compensation committee received a grant of 150 restricted stock units; 


(v) the chairperson of the nominating and corporate governance committee received a grant of 150 
restricted stock units; 


(vi) each director serving on the audit committee received a grant of 150 restricted stock units; 
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(2) 


(3) 


(4) 


(vii) each director serving on the compensation committee received a grant of 100 restricted stock 
units; and 


(viii)each director serving on the nominating and corporate governance committee received a grant of 
100 restricted stock units. 


In addition to the foregoing, Mr. Zarley received a grant of 143 restricted stock units on February 13, 
2019 relating to his partial year service as the chairperson of the compensation committee, which vest 
concurrently with the restricted stock units granted in the immediately preceding paragraph. 


For the restricted stock units described in this footnote (1), fair value is equal to the closing price of 
the Company’s common stock on the trading day immediately preceding the date of the grant, which 
was $61.86 for the grants to the non-employee directors on January 8, 2019 and $64.44 for the 
additional grant to Mr. Zarley on February 13, 2019. The amounts listed above represent the grant 
date fair value determined in accordance with Financial Accounting Standards Board Accounting 
Standards Codification Topic 718 (“ASC 718’’) of restricted stock units granted under the Company’s 
2013 Long-Term Incentive Plan. Detailed information under ASC 718 is set forth in Note 14 to the 
consolidated financial statements included in the Company’s Annual Report on Form 10-K for the 
fiscal year ended December 31, 2019. No other equity awards were granted to the non-employee 
directors during the period of time covered by this table nor were any outstanding at the end of the 
2019 fiscal year. The Company cautions that the amounts reported in the Director Compensation 
Table for these awards may not represent the amounts that the non-employee directors will actually 
realize from the awards. Whether, and to what extent, a non-employee director realizes value will 
depend on fluctuation in the Company’s stock price and the non-employee director’s continued 
service on the Board. 


Additionally, in January 2018, the compensation committee agreed that beginning with the 2018 fiscal 
year, the total compensation for any non-employee director may not exceed $500,000, which amount 
shall be calculated by adding (i) the total cash compensation to be paid for services rendered by a 
non-employee director in any given fiscal year to (ii) the grant date value of any restricted stock units 
granted to such non-employee director in that fiscal year. 


Further, in November 2019, the compensation committee and the Board elected to restructure the 
equity component for each non-employee director’s total compensation. Accordingly and in lieu of 
the restricted stock unit schedule set forth in the table above for board and committee service, the 
compensation committee and the Board agreed that with respect to each non-employee director’s 
2020 fiscal year service, each shall receive an annual grant of restricted stock units equal to $185,000 
divided by the closing sales price of the Company’s common stock on the Nasdaq Global Select 
Market on the trading day immediately preceding the date of the grant, with such quotient rounded 
up or down to the nearest 100 shares. With respect to each non-employee director’s 2020 fiscal year 
service, the Company made the annual grant on January 8, 2020. 


This amount includes a $20,000 annual fee for serving as the Lead Independent director, a $20,000 
annual fee for serving as the chairperson of the audit committee, and a $20,000 annual fee for serving 
as the International Liaison. 


Mr. Parker passed away on January 26, 2019. All of the amounts listed in the table above reflect 
compensation relating to Mr. Parker’s 2019 year service. Of the 4,750 restricted stock units granted to 
Mr. Parker on January 8, 2019 for his 2019 year service, he only vested in 234 restricted stock units 
upon his death and the remainder were forfeited. 


The chairperson of the compensation committee receives an annual fee of $10,000. The amounts for 
each of Mr. Parker and Mr. Zarley includes a prorated portion of such annual fee corresponding to 
their respective service as the chairperson of the compensation committee during the 2019 fiscal year. 
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All non-employee directors each received the following cash compensation relating to their 2019 fiscal 
year service: 


(i) each non-employee director received a base fee of $25,000; 
(ii) the Lead Independent director received a fee of $20,000; 
(iii) the chairperson of the audit committee received a fee of $20,000; 
(iv) the chairperson of the compensation committee received a fee of $10,000; 
(v) the International Liaison received a fee of $20,000; 


(vi) each non-employee director received $2,000 for each Board meeting he or she attended in 
person and $500 for each Board meeting he or she participated in telephonically; and 


(vii) each non-employee director received $1,000 for each committee meeting he or she attended in 
person and $500 for each committee meeting he or she participated in telephonically. 


Code of Conduct 


The Board has approved and adopted a Code of Conduct that applies to all directors, officers and 
employees, including the Company’s principal executive officer and the principal financial officer. The 
Code of Conduct is available in its entirety on the Company’s website, www. texasroadhouse.com. The 
Company intends to post amendments to, or waivers from, its Code of Conduct, if any, that apply to the 
principal executive officer and the principal financial officer on its website. 


Stock Ownership Guidelines 


Our Board has adopted stock ownership guidelines to further align the financial interests of the 
Company’s executive officers and non-employee directors with the interests of our shareholders. The 
guidelines provide that our Chief Executive Officer should own, at a minimum, the lesser of 100,000 
shares or $2,500,000 in then-current market value, our President should own, at a minimum, the lesser of 
40,000 shares or $1,000,000 in then-current market value, and our other executive officers and non- 
employee directors should own, at a minimum, the lesser of 10,000 shares or $500,000 in then-current 
market value. The executive officers and non-employee directors are expected to achieve the stock 
ownership levels under these guidelines within five years of assuming their respective positions. 


All executive officers and non-employee directors who have been in their role for five years are in 
compliance with the guidelines. We anticipate that any people who are new to their roles within the last 
five years will, to the extent they are not currently in compliance, be in compliance with the guidelines 
within the required time frame. 


Succession Planning 


The Board and the Company recognize the importance of continuity of leadership to ensure a 
smooth transition for its employees, customers, and shareholders. In furtherance of the foregoing and as 
described in its charter, the nominating and corporate governance committee is responsible for 
periodically reporting to the Board the status of succession planning for senior management, including 
policies and principles regarding succession in the event of an emergency and/or retirement and the 
evaluation of potential successors to the executive officers and other key members of senior management. 
As a part of this process, both the Board and the nominating and corporate governance committee meet 
with certain members of management to review the top and emerging talent internally, their level of 
readiness and development needs. 
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Mandatory Retirement Age for Board Service 


In November 2019, the Board and the nominating and corporate governance committee determined 
that it is advisable and in the best interest of the Company to establish a mandatory retirement age for 
the non-employee directors on the Board. In furtherance of the foregoing, in no event shall any 
non-employee be elected, re-elected and/or appointed to the Board if such non-employee is 75 years or 
older at the time of such election, re-election and/or appointment; provided, however, any director who 
began serving on the Board prior to 2006 shall be permitted to be re-elected to the Board so long as he is 
not 80 years or older at the time of such re-election. 
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STOCK OWNERSHIP INFORMATION 


The following table sets forth as of March 1, 2020 certain information with respect to the beneficial 
ownership of the Company’s common stock of (i) each executive officer named in the Summary 
Compensation Table (the “Named Executive Officers’), (ii) each non-employee director or nominee for 
director of the Company, (iii) all directors and current executive officers as a group, and (iv) each 
shareholder known by the Company to be the owner of 5% or more of the Company’s common stock. 


Common Stock(1) 











Common 
Stock 

Name Ownership(2) Percent 
Directors, Nominees and Named Executive Officers: 
W. Kent Taylor(2) 3,898,101 5.61% 
Scott M. Colosi(3) 12,063 * 
S. Chris Jacobsen DST * 
Gregory N. Moore 75,850 . 
Tonya R. Robinson 14,560 3 
Doug W. Thompson 66,276 ° 
Curtis A. Warfield 6,263 i 
Kathleen M. Widmer 16,850 * 
James R. Zarley 160,543 = 
Directors and All Executive Officers as a Group (9 Persons) 4,278,293 6.16% 
Other 5% Beneficial Owners** 
Blackrock, Inc.(4) 9,354,330 13.5% 


55 East 52nd Street 
New York, New York 10022 
The Vanguard Group(5) 6,135,997 8.84% 
100 Vanguard Boulevard 
Malvern, Pennsylvania 19355 





Represents beneficial ownership of less than 1.0% of the outstanding shares of class. 


This information is based on stock ownership reports on Schedule 13G filed by each of these 
shareholders with the SEC as of March 1, 2020. 


(1) Based upon information furnished to the Company by the named persons and information contained 
in filings with the SEC. Under the rules of the SEC, a person is deemed to beneficially own shares 
over which the person has or shares voting or investment power or has the right to acquire beneficial 
ownership within 60 days, and such shares are deemed to be outstanding for the purpose of 
computing the percentage beneficially owned by such person or group. However, we do not consider 
shares of which beneficial ownership can be acquired within 60 days to be outstanding when we 
calculate the percentage ownership of any other person. As of March 1, 2020, no director or 
executive officer has the right to acquire any beneficial ownership within 60 days. “Common Stock 
Ownership” includes (a) stock held in joint tenancy, (b) stock owned as tenants in common, (c) stock 
owned or held by spouse or other members of the reporting person’s household, and (d) stock in 
which the reporting person either has or shares voting and/or investment power, even though the 
reporting person disclaims any beneficial interest in such stock. 


(2) Mr. Taylor’s address is c/o Texas Roadhouse, Inc., 6040 Dutchmans Lane, Louisville, Kentucky 40205. 


(3) Scott M. Colosi retired from his executive officer position effective June 20, 2019. The stock 
ownership information listed above was provided to the Company by Mr. Colosi. 
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(4) As reported on the Schedule 13G/A filed by Blackrock, Inc. with the SEC on February 4, 2020, it has 
sole voting power with respect to 8,897,182 shares and sole dispositive power with respect to 
9,354,330 shares. 


(5) As reported on the Schedule 13G/A filed by The Vanguard Group with the SEC on February 12, 
2020, it has sole voting power with respect to 138,931 shares, shared voting power with respect to 
14,518 shares, sole dispositive power with respect to 5,991,158 shares, and shared dispositive power 
with respect to 144,839 shares. 


Delinquent Section 16(a) Reports 


Section 16(a) of the Exchange Act requires the Company’s directors and executive officers, and 
persons who beneficially own more than 10% of a registered class of the Company’s equity securities, to 
file with the SEC initial reports of stock ownership and reports of changes in stock ownership and to 
provide the Company with copies of all such filed forms. Based solely on its review of such copies or 
written representations from reporting persons, the Company believes that all reports were filed on a 
timely basis during the fiscal year ended December 31, 2019, with the exception of a Form 4 for 
Mr. Jacobsen that was filed on August 2, 2019 reporting the sale of 2,500 shares on July 30, 2019 pursuant 
to a written non-discretionary Rule 10b5-1 plan. 
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EXECUTIVE COMPENSATION 


2019 EXECUTIVE SUMMARY 


The following is an executive summary of our compensation program for our 2019 fiscal year: 


Compensation Philosophy 


° We believe that our approach to the compensation program for our Named Executive Officers 
provides our Named Executive Officers with a compensation package which promotes the sustained 
profitability of the Company and aligns the interests of our Named Executive Officers with those of 
our shareholders. The compensation packages also reflect a pragmatic response to external market 
conditions; that is, total compensation that is competitive with comparable positions in similar 
industries, including the casual dining sector of the restaurant industry, but which is reasonable and 
in the best interests of our shareholders. 


Pay Objectives 


¢ Our primary objective in setting and evaluating the compensation for our Named Executive 
Officers is to promote the sustained profitability of the Company. Our compensation program is 
designed to achieve this objective in the following manner: 


¢ The creation of a more direct relationship between the compensation for our Named 
Executive Officers and shareholder value since a significant portion of our Named Executive 
Officer’s performance based restricted stock units and cash bonuses are based upon the 
achievement of defined performance goals to be established by the compensation committee. 


The attraction and retention of top talent, while also encouraging our Named Executive 
Officers to keep their focus on both long-term business development and short-term financial 
growth. 


The featuring of restricted stock unit awards, the value of which is dependent upon the 
performance of the Company and the price of our common stock. 


The opportunity by the compensation committee to adjust a significant portion of the 
compensation for the Named Executive Officers through the annual grant of service based 
restricted stock units and/or performance based restricted stock units to more accurately reflect 
the overall performance of the Company. 


Key Pay Components 


¢ The compensation packages for our Named Executive Officers are divided into the following three 
key components: 


¢ Base Salary: Designed to provide a secure base of compensation and serve to motivate and 
retain our Named Executive Officers. 
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* Cash Bonus: Designed to reward our Named Executive Officers for the success of the 
Company as measured by growth in the Company’s earnings per diluted share and its overall 
pre-tax profit, and for each Named Executive Officer’s individual contribution to that success. 


° Restricted Stock Unit Grants: Designed to offer the Named Executive Officers a financial 
interest in the long-term success of the Company and align their interests with those of our 
shareholders. 


¢ The compensation packages for our Named Executive Officers include the following types of 
restricted stock units: 


¢ Service Based Restricted Stock Units, which grant the Named Executive Officers the 
conditional right to receive shares of our common stock that vest after a defined period of 
service; 


“Retention” Restricted Stock Units, which vest upon the completion of the term of an 
individual Named Executive Officer’s agreement or such longer date as determined by the 
compensation committee; and 


Performance Based Stock Units, which are calculated based on the achievement of certain 
Company performance targets established by the compensation committee and vest over a 
period of service. 


¢ Our Board has adopted stock ownership guidelines to further align the financial interests of the 
Company’s executive officers with the interests of our shareholders. The guidelines provide that our 
Chief Executive Officer should own, at a minimum, the lesser of 100,000 shares or $2,500,000 in 
then-current market value, our President should own, at a minimum, the lesser of 40,000 shares or 
$1,000,000 in then-current market value, and our other executive officers should own, at a 
minimum, the lesser of 10,000 shares or $500,000 in then-current market value. The executive 
officers are expected to achieve these levels within five years of assuming their respective positions. 


Setting Compensation 


¢ The compensation program for our Named Executive Officers are determined by the compensation 
committee. 


¢ The compensation committee evaluates the stock compensation for each Named Executive Officer 
on an annual basis to determine the right combination of rewards and incentives through the 
issuance of service based restricted stock units and/or performance based restricted stock units to 
drive company performance without encouraging unnecessary or excessive risk taking by all of the 
Named Executive Officers as a whole. 





Compensation Discussion and Analysis 


The Company’s compensation committee reviews and establishes executive compensation in 
connection with each executive officer’s employment agreement. We entered into new employment 
agreements with W. Kent Taylor, Scott M. Colosi, and S. Chris Jacobsen, each a Named Executive Officer, 
on December 26, 2017, each of which has an effective date of January 8, 2018 and expires on January 7, 
2021. We entered into an employment agreement with Tonya R. Robinson, also a Named Executive 
Officer, on June 11, 2018 and having an effective date of May 18, 2018, and with Doug W. Thompson, 
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also a Named Executive Officer, on August 23, 2018, each of which expires on January 7, 2021. In 
connection with Ms. Robinson’s appointment to Chief Financial Officer, the Company and Mr. Colosi 
entered into an amendment to his 2018 Employment Agreement on May 17, 2018 to reflect his 
resignation as Chief Financial Officer of the Company while still remaining as President of the Company. 
As used herein, the employment agreements, as amended (as and if applicable), with Messrs. Taylor, 
Colosi, Jacobsen, and Thompson, and Ms. Robinson shall be referred to collectively as the ‘2018 
Employment Agreements” and with respect to any Named Executive Officer, as a “2018 Employment 
Agreement”. As more particularly described below, on July 3, 2019, the Company entered into a 
Consulting Agreement and General Release of Claims (the “Colosi Consulting Agreement’) with 

Mr. Colosi relating to Mr. Colosi’s retirement as President of the Company effective as of June 20, 2019. 


To assist in setting compensation under the 2018 Employment Agreements and pursuant to the 
authority granted under its charter, the compensation committee engaged Willis Towers Watson as an 
independent compensation consultant in 2017 to advise the compensation committee on compensation for 
the executive officers and the non-employee directors, together with analysis and services related to such 
executive and director compensation. Specifically, the compensation committee asked the consultant to 
provide market data, review the design of the executive and director compensation packages, and provide 
guidance on cash and equity compensation for the Company’s executive officers and the non-employee 
directors. Willis Towers Watson does not currently provide any other services to the Company, and the 
compensation committee has determined that Willis Towers Watson has sufficient independence from us 
and our executive officers to allow it to offer objective information and advice. All fees paid to Willis 
Towers Watson during fiscal year 2017 were in connection with their engagement by the compensation 
committee for the above services. 


Each 2018 Employment Agreement establishes a base salary throughout the term of the agreement, 
and a cash incentive bonus amount based on the achievement of defined goals to be established by the 
compensation committee. In addition to cash compensation, the 2018 Employment Agreements also 
provide the compensation committee with an opportunity to make annual stock awards to the Named 
Executive Officers, the types and amounts of which are subject to the compensation committee’s 
discretion based on their annual review of the performance of the Company and of the individual Named 
Executive Officers. The types of stock awards contemplated by the 2018 Employment Agreements are 
(i) restricted stock units, which grant the Named Executive Officers the conditional right to receive shares 
of our common stock that vest after a defined period of service, (ii) “retention” restricted stock units, 
which vest upon the completion of the term of an individual Named Executive Officer’s agreement or 
such longer date as determined by the compensation committee, and (iii) performance stock units, which 
are calculated based on the achievement of certain Company performance targets established by the 
compensation committee and vest over a period of service. As of the date of this proxy statement and as 
more particularly described below, each Named Executive Officer has received an annual grant of 
restricted stock units relating to their 2018 year service (which were granted in 2017 or 2018 [as 
applicable]), their 2019 year service (which were granted in 2019), and their 2020 year service (which were 
granted in 2020). Additionally, each of Messrs. Taylor, Colosi, Jacobsen, and Thompson, and 
Ms. Robinson have received grants of performance stock units relating to their 2018, 2019 and/or 
2020 year service (as applicable). Moreover, each of Messrs. Colosi, Jacobsen, and Thompson, and 
Ms. Robinson have received “retention” grants of restricted stock units under their respective 2018 
Employment Agreements, which vest upon the completion of the term of the agreement on the condition 
that the applicable Named Executive Officer is still serving the Company on the vesting date. Finally, 

Mr. Taylor’s 2018 Employment Agreement also provides for a long-term “retention” grant of restricted 
stock units, which vest on January 8, 2023 on the condition that Mr. Taylor is still serving the Company on 
the vesting date. 


Under the 2018 Employment Agreements, each Named Executive Officer has agreed not to compete 
with us during the term of his or her employment and for a period of two years following his or her 
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termination of employment, unless the Named Executive Officer’s employment is terminated without 
cause following a change in control, in which case the Named Executive Officer has agreed not to 
compete with us through the date of the last payment of the Named Executive Officer’s severance 
payments. Finally, the 2018 Employment Agreements also contain a “clawback” provision that enables the 
Company to seek reimbursement to the Company of any compensation paid to any Named Executive 
Officer which is required to be recovered by any law, governmental regulation or order, or stock exchange 
listing requirement. 


The compensation packages for our Named Executive Officers offer base salaries and target cash 
bonus amounts and feature restricted stock unit awards, the value of which is dependent upon the 
performance of the Company and the price of our common stock. The compensation committee evaluates 
the stock compensation for each specific Named Executive Officer on an annual basis to determine the 
right combination of rewards and incentives through the issuance of service based restricted stock units 
and/or performance based restricted stock units to drive company performance without encouraging 
unnecessary or excessive risk taking by all of the Named Executive Officers as a whole. Under this 
approach, the Named Executive Officers receive a combination of service based restricted stock units and 
performance based restricted stock units, with a significant portion of some of the Named Executive 
Officer’s compensation being tied to the grant of such performance based restricted stock units. By 
conditioning a significant portion of the Named Executive Officer’s performance based restricted stock 
unit grants upon the achievement of defined performance goals to be established by the compensation 
committee, combined with the stock ownership guidelines for our Named Executive Officers more 
particularly described above, we have created a more direct relationship between compensation and 
shareholder value. Additionally, by only providing one year’s worth of restricted stock units to our Named 
Executive Officers in the 2018 Employment Agreements, the compensation committee has the opportunity 
to adjust a significant portion of the compensation for the Named Executive Officers on an annual basis 
to more accurately reflect the overall performance of the Company, which may include the issuance of 
service based restricted stock units and/or performance based restricted stock units. Overall, we believe 
this approach provides the Named Executive Officers with a compensation package which promotes the 
sustained profitability of the Company and aligns the interests of our Named Executive Officers with 
those of our shareholders. The compensation packages also reflect a pragmatic response to external 
market conditions; that is, total compensation that is competitive with comparable positions in similar 
industries, including the casual dining sector of the restaurant industry, but which is reasonable and in the 
best interests of our shareholders. 


We believe that the overall design of the compensation packages, along with the culture and values of 
our Company, allows us to attract and retain top talent, while also keeping the Named Executive Officers 
focused on both long-term business development and short-term financial growth. 


In deciding to continue and modify many of our existing executive compensation practices, our 
compensation committee considered that the holders of approximately 82% of the votes cast at our 2019 
annual meeting on an advisory basis approved the compensation of our Named Executive Officers as 
disclosed in the proxy statement for the 2019 annual meeting. None of the Named Executive Officers, 
including Mr. Taylor, participated in the creation of their own compensation packages. 


Elements of Compensation 


Base Salary. Base salaries for our Named Executive Officers are designed to provide a secure base 
of compensation which will be effective in motivating and retaining key executives. 
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Each Named Executive Officer’s 2018 Employment Agreement establishes an annual salary for the 
years shown in the table below. 


2018 2019 2020 
(through (through (through 
January 7, January 7, January 7, 





2019) 2020) 2021) 
($) ($) ($) 

W. Kent Taylor(i) 525,000 525,000 525,000 
Chairman, Chief Executive Officer, President 

Scott M. Colosi(ii) 450,000 450,000 450,000 
Former President 

S. Chris Jacobsen 300,000 315,000 325,000 
Chief Marketing Officer 

Tonya R. Robinson 275,000 300,000 325,000 
Chief Financial Officer 

Doug W. Thompson 450,000 450,000 450,000 


Chief Operating Officer 





(i) As more particularly described above, in connection with Mr. Colosi’s retirement from the 
Company on June 2019, the Board appointed Mr. Taylor as President of the Company 
effective as of June 24, 2019 while still remaining as the Chairman and Chief Executive 
Officer of the Company. The Board and the compensation committee did not increase 
Mr. Taylor’s compensation following his appointment to President. 


(ii) As described above, Mr. Colosi retired as President of the Company on June 20, 2019. 
Mr. Colosi received a portion of the base salary for his partial 2019 fiscal year service 
through his retirement date and received additional compensation in accordance with the 
terms of the Colosi Consulting Agreement. 


Incentive Bonus. Incentive bonuses are designed to reward our Named Executive Officers for the 
success of the Company, as measured by growth in the Company’s earnings per diluted share (“EPS”) and 
overall pre-tax profit, and for each Named Executive Officer’s individual contribution to that success. It is 
our belief that a significant amount of each Named Executive Officer’s compensation should be tied to 
the performance of the Company. 


Pursuant to the terms of the Texas Roadhouse, Inc. Cash Bonus Plan (the “Cash Bonus Plan’’), the 
compensation committee may award an annual cash incentive to the Named Executive Officers, which is 
the grant of a right to receive a payment of cash that is subject to targets and maximums, and that is 
contingent on achievement of performance objectives during the Company’s fiscal year. These cash 
incentives are also subject to the terms and conditions of the 2018 Employment Agreements and reflect 
each Named Executive Officer’s job responsibilities and individual contribution to the success of the 
Company. 


Under the Cash Bonus Plan, the compensation committee established a two-pronged approach to 
tying the incentive compensation to the Company’s performance. Under this approach, 50% of the target 
incentive bonus is awarded based on whether the Company achieves an annual EPS growth target of 10% 
(the “EPS Performance Goal”). The other 50% is based on a profit sharing pool (the “Profit Sharing 
Pool’) comprised of 1.5% of the Company’s pre-tax profits (income before taxes minus income 
attributable to non-controlling interests, as reported in our audited consolidated financial statements), 
which pool is distributed among our Named Executive Officers and certain other members of the 
Company’s director-level management based on a pre-determined percentage interest in the pool and 
subject to certain pre-determined maximum amounts. After the end of the fiscal year, the compensation 
committee determines whether and to what extent the EPS Performance Goal has been met, and the 
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portion of the Profit Sharing Pool to which each Named Executive Officer is entitled. Depending on the 
level of achievement of the EPS Performance Goal each year, 50% of the incentive bonus may be reduced 
to a minimum of $0 or increased to a maximum of two times the target amount. Each 1% change from 
the EPS Performance Goal results in an increase or decrease of 10% of the portion of the target bonus 
amount attributable to the achievement of the EPS Performance Goal. For example, if we achieve 11% 
EPS growth, the bonus payable would be 110% of the portion of the target bonus attributable to the 
achievement of the EPS Performance Goal. Conversely, if we achieve 9% EPS growth, the bonus payable 
would be 90% of the portion of the target bonus attributable to the achievement of the EPS Performance 
Goal. The remaining 50% of the Named Executive Officers’ incentive bonus will fluctuate directly with 
Company pre-tax profits at fixed participation percentages and maximum amounts which are determined 
within 60 days following the commencement of the Company’s fiscal year. The annual profit sharing 
component allows the Named Executive Officers to participate in a profit sharing pool with other 
members of the Company’s director-level management team. By allowing this level of participation in the 
Company’s overall profits, the compensation committee encourages responsible growth and aligns the 
interests of the Named Executive Officers with those of other management employees of the Company. 
This portion of the incentive bonus may be reduced to a minimum of $0 if the Company ceases to be 
profitable or for other reasons that the compensation committee determines, and may be increased to a 
maximum of two times the target amount established for each individual participant. Both portions of the 
incentive bonus can be adjusted downward (but not upward) by the compensation committee in its 
discretion. Cash incentive bonuses with respect to fiscal year 2019 were paid at 124.6% of the total target 
amount for all or a portion of the fiscal year in which a Named Executive Officer served in such role, 
based on actual EPS growth of 11.9% and an actual Profit Sharing Pool of $3,102,743 calculated on fiscal 
year 2019 pre-tax profit of $206,849,534. 


The actual amounts earned by each Named Executive Officer for fiscal year 2019 are more fully 
described in “Executive Compensation.” The target bonus amount, along with the minimum and 
maximum bonus amounts, are set forth below: 


Executive Incentive Compensation for Fiscal Year 2019 





Target Minimum Maximum 
Bonus Bonus Bonus 
($) ($) ($) 
W. Kent Taylor 525,000 0 1,050,000 
Chairman, Chief Executive Officer, President 
Scott M. Colosi(i) 350,000 0 700,000 
Former President 
S. Chris Jacobsen 200,000 0 400,000 
Chief Marketing Officer 
Tonya R. Robinson 200,000 0 400,000 
Chief Financial Officer 
Doug W. Thompson 480,000 0 960,000 


Chief Operating Officer 





(i) As described above, Mr. Colosi retired as President of the Company on June 20, 2019. 
Upon his retirement, Mr. Colosi forfeited his right to receive his bonus for his 2019 fiscal 
year service. 


Stock Awards. We make equity awards in the form of restricted stock units, which represent the 
conditional right to receive one share of our common stock upon satisfaction of the vesting requirements. 
Restricted stock units offer the Named Executive Officers a financial interest in the Company and align 
their interests with those of our shareholders. We also believe that the market price of our publicly traded 
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common stock represents the most appropriate metric for determining the value of the equity portion of 
our Named Executive Officers’ compensation packages. The overall compensation packages for our 
Named Executive Officers offer base salaries and target cash bonus amounts and feature restricted stock 
unit awards, the value of which is dependent upon the performance of the Company and the price of our 
common stock. The compensation committee evaluates the stock compensation for each specific Named 
Executive Officer on an annual basis to determine the right combination of rewards and incentives 
through the issuance of service based restricted stock units and/or performance based restricted stock 
units to drive company performance without encouraging unnecessary or excessive risk taking by all of the 
Named Executive Officers as a whole. Under this approach, the Named Executive Officers receive a 
combination of service based restricted stock units and performance based restricted stock units, with a 
significant portion of some of the Named Executive Officer’s compensation being tied to the grant of such 
performance based restricted stock units. We believe that the service based restricted stock awards are 
inherently performance based since their value varies in response to investor sentiment regarding overall 
Company performance at the time of vesting. Moreover, by only providing one year’s worth of restricted 
stock units to our Named Executive Officers in the 2018 Employment Agreements, the compensation 
committee has the opportunity to adjust a significant portion of the total compensation for the Named 
Executive Officers on an annual basis to more accurately reflect the overall performance of the Company, 
which may include the issuance of service based restricted stock units and/or restricted stock units based 
on the achievement of defined goals to be established by the compensation committee for any and/or all 
of our Named Executive Officer. Additionally, each 2018 Employment Agreement for Messrs. Colosi, 
Jacobsen and Thompson, and Ms. Robinson provide for a “retention” grant of restricted stock units, 
which vest upon completion of the term of their 2018 Employment Agreement on the condition that the 
applicable Named Executive Officer is still serving the Company on the vesting date, and Mr. Taylor’s 
2018 Employment Agreement provides for a long-term “retention” grant of restricted stock units, which 
vest on January 8, 2023 on the condition that Mr. Taylor is still serving the Company on the vesting date. 


In addition, the 2018 Employment Agreements for Messrs. Taylor, Colosi, Thompson, and Jacobsen 
and Ms. Robinson contain bifurcated awards of service based restricted stock units and performance based 
restricted stock units for all or a portion of the term of their respective 2018 Employment Agreements. 
For the performance based awards, the compensation committee has established a two-pronged approach 
which mirrors the approach used for annual cash incentive bonuses. Under this approach, a percentage of 
the target equity award is based on whether the Company achieves the annual EPS Performance Goal, 
and a percentage is based on the Profit Sharing Pool comprised of 1.5% of the Company’s pre-tax profits 
(income before taxes minus income attributable to non-controlling interests, as reported in our audited 
financial statements). After the end of the fiscal year, the compensation committee determines whether 
and to what extent the EPS Performance Goal has been met, and the portion of the Profit Sharing Pool 
to which each officer is entitled. Each 1% change from the EPS Performance Goal results in an increase 
or decrease of 10% of the portion of the target amount attributable to the achievement of the EPS 
Performance Goal. For example, if we achieve 11% EPS growth, the number of shares awarded would be 
110% of the portion of the target amount attributable to the achievement of the EPS Performance Goal. 
Conversely, if we achieve 9% EPS growth, the award would be 90% of the portion of the target amount 
attributable to the achievement of the EPS Performance Goal. The remaining percentage of the Named 
Executive Officers’ equity award will fluctuate directly with Company pre-tax profits at fixed participation 
percentages and maximum amounts which are determined within 60 days following the commencement of 
the Company’s fiscal year. Both portions of the performance based equity award may be reduced to a 
minimum of $0 or increased to a maximum of two times the target amount for each individual participant. 
Both portions of the performance based equity award can also be adjusted downward (but not upward) by 
the compensation committee in its discretion. Performance based equity awards with respect to fiscal year 
2019 were paid at 124.6% of the total target amount for all or a portion of the fiscal year in which a 
Named Executive Officer served in such role, based on actual EPS growth of 11.9% and an actual Profit 
Sharing Pool of $3,102,743 calculated on fiscal year 2019 pre-tax profit of $206,849,534. For discussion of 
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the percentages assigned by the compensation committee to each component of the performance based 
equity awards for Messrs. Taylor, Colosi, Jacobsen, and Thompson, and Ms. Robinson, refer to the 
associated tables below. 


The number of restricted stock units granted to each Named Executive Officer reflects each Named 
Executive Officer’s job responsibilities and individual contribution to the success of the Company. 


Service Based Restricted Stock Units. Except as noted below, the number of service based restricted 
stock units granted under the 2018 Employment Agreements are shown in the table below and are subject 
to the Named Executive Officer still serving the Company on the vesting date. 


Service Service Service Service 
Based Based Based Based Total 
Restricted Restricted Restricted Restricted Service Based Service Based Service 
Stock Units Stock Units Stock Units Stock Units Restricted Restricted Based 
vesting on vesting on vesting on vesting on Stock Units Stock Units Restricted 
January 8, June 11, August 27, January 8, vesting on vesting on Stock Units 
2019 2019 2019 2020 January 8, January 8, granted 
pursuant to pursuant to pursuant to pursuant to 2021 pursuant 2023 pursuant pursuant to 
2018 2018 2018 2018 to 2018 to 2018 2018 


Employment Employment Employment Employment Employment Employment Employment 
Agreements Agreements Agreements Agreements Agreements(1) Agreements(2) Agreements 





W. Kent Taylor 10,000 a — 10,000 10,000 75,000 105,000 
Chairman, Chief Executive Officer, 
President 

Scott M. Colosi 10,000 — — 10,000(3) 15,000(3) —_— 35,000 
Former President 

S. Chris Jacobsen —(4) _— —_— 5,000 15,000 — 20,000 
Chief Marketing Officer 

Tonya R. Robinson — 7,000 —_ 10,000 20,000 — 37,000 
Chief Financial Officer 

Doug W. Thompson — — 2,000 10,000 22,500 — 34,500 


Chief Operating Officer 





(1) With respect to Messrs. Colosi, Jacobsen, and Thompson and Ms. Robinson, this number includes a 
retention grant of restricted stock units which will vest on January 8, 2021, provided the applicable 
Named Executive Officer is still serving the Company on the vesting date. 


(2) With respect to Mr. Taylor, this number represents a retention grant of restricted stock units which 
will vest on January 8, 2023 provided Mr. Taylor is still serving the Company on the vesting date. 


(3) As previously described, Mr. Colosi retired as President of the Company on June 20, 2019. Upon his 
retirement, Mr. Colosi forfeited his right to receive the 10,000 service based restricted stock units 
relating to his 2019 fiscal year service vesting on January 8, 2020 and the 15,000 retention restricted 
stock units vesting on January 8, 2021. 


(4) With respect to Mr. Jacobsen, because Mr. Jacobsen’s prior employment agreement included a grant 
of restricted stock units relating to his 2018 fiscal year service, his 2018 Employment Agreement did 
not include an initial grant of restricted stock units; provided, however, for his 2018 fiscal year 
service, Mr. Jacobsen received a grant of 10,000 restricted stock units, together with a retention grant 
of 5,000 restricted stock units, previously granted under his prior employment agreement. 


Performance Based Restricted Stock Units. ‘The number of performance based restricted stock units 
granted to Messrs. Taylor, Colosi, Thompson and Jacobsen for the 2019 fiscal year under their 2018 
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Employment Agreement, and the number of shares of common stock which actually vested based on the 
Company’s performance, are shown in the table below: 





Minimum Maximum 
Number of Number of 
Target Number of Performance Performance 
Performance Based Based Restricted Based Restricted Actual Number of 
Restricted Stock Stock Units Stock Units Shares Issued for 
Units Granted for pursuant to pursuant to 2019 following 
2019 pursuant to 2018 2018 Certification of 
2018 Employment Employment Employment 2019 Performance 
Agreements Agreements Agreements Goals(1) 
W. Kent Taylor 50,000 0 100,000 62,303 
Chairman, Chief Executive Officer, 
President 
Scott M. Colosi 40,000 0 80,000 0(2) 
Former President 
Doug W. Thompson 20,000 0 40,000 24,921 
Chief Operating Officer 
S. Chris Jacobsen 7,000 0 14,000 8,722 


Chief Marketing Officer 





(1) The shares underlying the performance based restricted stock units attributable to the 2019 fiscal year 
were issued on February 28, 2020. The compensation committee determined that 50% of the 
performance based restricted stock unit award for the 2019 fiscal year would be based on an EPS 
growth target of 10%, which portion would be reduced or increased by 10% for every 1% of annual 
growth in EPS less than or in excess of the 10% goal, and that 50% of the performance based 
restricted stock unit award for the 2019 fiscal year would be based on a pre-tax profit target 
opportunity equal to the percentage payout of 1.5% of pre-tax earnings divided by the bonus pool 
target set by the compensation committee for the performance period. 


(2) As described above, Mr. Colosi retired as President of the Company on June 20, 2019. Upon his 
retirement, Mr. Colosi forfeited his right to receive any performance based restricted stock units 
relating to his 2019 fiscal year service. 


The number of performance based restricted stock units granted in 2020 to Messrs. Taylor, 
Thompson, and Jacobsen, and Ms. Robinson under their respective 2018 Employment Agreements for the 
2020 fiscal year is shown in the table below. The actual number of shares that will be issued to each of 
Messrs. Taylor, Thompson, and Jacobsen, and Ms. Robinson for fiscal year 2020 based on achievement of 
the performance goals assigned to these grants by the compensation committee will not be calculated until 
the first quarter of 2021. 
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Target Number of 
Performance 
Based Restricted 
Stock Units 
vesting on 
January 8, 2021 
pursuant to 2018 


Minimum Number 
of Performance 
Based Restricted 
Stock Units 
pursuant to 2018 


Maximum Number 
of Performance 
Based Restricted 
Stock Units 
pursuant to 2018 





Employment Employment Employment 

Agreements(1) Agreements Agreements 
W. Kent Taylor 50,000 0 100,000 
Doug W. Thompson 20,000 0 40,000 
S. Chris Jacobsen 7,000 0 14,000 
Tonya R. Robinson 2,000 0 4,000 





(1) The compensation committee determined that 50% of the performance based restricted stock unit 
award for 2020 would be based on an EPS growth target of 10%, which portion would be reduced or 
increased by 10% for every 1% of annual growth in EPS less than or in excess of the 10% goal, and 
that 50% of the performance based restricted stock unit award for 2019 would be based on a pre-tax 
profit target opportunity equal to the percentage payout of 1.5% of pre-tax earnings divided by the 
bonus pool target set by the compensation committee for the performance period. The performance 
based restricted stock unit award for Messrs. Taylor, Thompson, and Jacobsen and Ms. Robinson with 
respect to fiscal year 2020 will be certified in the first quarter of 2021. 


The 2018 Employment Agreements further provide that the compensation committee may, in its 
discretion, grant additional performance based restricted stock units to Messrs. Taylor, Thompson, and 
Jacobsen, and Ms. Robinson with respect to future performance periods. 


Separation and Change in Control Arrangements 


Except in the event of a change in control, the 2018 Employment Agreement with Mr. Taylor 
provides that no severance would be paid to him upon termination of employment, but he would be 
entitled to receive a gift of a crisp $100 bill if his employment were to be terminated by the Company 
without cause before the end of the term. The 2018 Employment Agreement for each of Messrs. Colosi, 
Jacobsen, and Thompson, and Ms. Robinson provides that, except in the event of a change in control, if 
the Company terminates their employment without cause before the end of the term and the applicable 
Named Executive Officer signs a release of all claims against the Company, then the Company will pay a 
severance payment equal to any bonus for a year already ended (even if not yet paid at termination), plus 
the Named Executive Officer’s base salary for a period of 180 days, and payment of a fixed sum ($175,000 
for Mr. Colosi, $100,000 for Mr. Jacobsen, $225,000 for Mr. Thompson, and $100,000 for Ms. Robinson). 
Similar payments are due to the Named Executive Officers under the 2018 Employment Agreements if 
employment was or is terminated by reason of death or disability before the end of the term. The 
Company provides these severance payments to allow for a period of transition and in exchange for a full 
release of claims against the Company. The salary component of the severance payments is subject to 
deductions and withholdings and is to be paid to the Named Executive Officers in periodic installments in 
accordance with our normal payroll practices. The fixed sum is paid in a single lump sum, and any bonus 
component of the severance payments for a performance period that ended before termination is to be 
paid on the same date as the payment would have been made had his or her employment not been 
terminated. 


The 2018 Employment Agreements also provide that if the Named Executive Officer’s employment is 
terminated other than for cause following a change in control, or if the Named Executive Officer resigns 
for good reason following a change in control because he or she is required to relocate, and the 
Company’s successor does not agree to be bound by the agreement, or the Named Executive Officer’s 
responsibilities, pay or total benefits are reduced, then in such an event each such Named Executive 
Officer will receive severance payments in an amount equal to the Named Executive Officer’s base salary 
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and incentive bonus through the end of the term of the agreement but not less than one year. In addition, 
the Named Executive Officer’s unvested stock awards, if any, will become vested as of the date of 
termination. Moreover, with respect to each of the Named Executive Officers under their respective 2018 
Employment Agreements, if his or her employment is terminated under such circumstances and the 
Named Executive Officer has not yet been granted service based restricted stock units or performance 
based restricted stock units, as applicable under the respective Named Executive Officer’s 2018 
Employment Agreements, for either or both of the second and third years of his or her employment 
agreement, the Named Executive Officer will be issued the target number of service based restricted stock 
units and/or performance based restricted stock units (as applicable) set forth above for each of these 
years. The payments and acceleration of vesting of the stock awards are contingent upon the Named 
Executive Officer signing a full release of claims against the Company. The salary component of the 
severance payments is subject to deductions and withholdings and is to be paid to the Named Executive 
Officers in periodic installments in accordance with our normal payroll practices or in a lump sum at the 
discretion of the compensation committee and in compliance with Section 409A of the Internal Revenue 
Code. The bonus component of the severance payments to the Named Executive Officers is to be paid on 
the same date as the payment would have been made had his or her employment not been terminated. 


According to the terms of the 2018 Employment Agreements, a change in control means that one of 
the following events has taken place: (1) the shareholders of the Company approve (a) a merger or 
statutory plan of exchange involving the Company (‘Merger’) in which the Company is not the continuing 
or surviving corporation or pursuant to which the Common Stock, $0.001 par value (“Common Stock’”’) 
would be converted into cash, securities or other property, other than a Merger involving the Company in 
which the holders of Common Stock immediately prior to the Merger have substantially the same 
proportionate ownership of common stock of the surviving corporation after the Merger, or (b) a sale, 
lease, exchange, or other transfer (in one transaction or a series of related transactions) of all or 
substantially all of the assets of the Company or the adoption of any plan or proposal for the liquidation 
or dissolution; (2) during any period of 12 months or less, individuals who at the beginning of such period 
constituted a majority of the Board cease for any reason to constitute a majority thereof unless the 
nomination or election of such new directors was approved by a vote of at least two-thirds of the directors 
then still in office who were directors at the beginning of such period; (3) a tender or exchange offer 
(other than one made by (a) the Company, or (b) Mr. Taylor or any corporation, limited liability 
company, partnership, or other entity in which Mr. Taylor owns a direct or indirect ownership of 50% or 
more, or controls 50% or more of the voting power [collectively, the ““Taylor Parties’’]) is made for the 
Common Stock (or securities convertible into Common Stock) and such offer results in a portion of those 
securities being purchased and the offeror after the consummation of the offer is the beneficial owner (as 
determined pursuant to Section 13(d) of the Securities Exchange Act of 1934, as amended [the “Exchange 
Act’’]), directly or indirectly, of securities representing in excess of the greater of at least 20% of the 
voting power of outstanding securities of the Company or the percentage of the voting power of the 
outstanding securities of the Company collectively held by all of the Taylor Parties; or (4) any person 
other than a Taylor Party becomes the beneficial owner of securities representing in excess of the greater 
of 20% of the aggregate voting power of the outstanding securities of the Company as disclosed in a 
report on Schedule 13D of the Exchange Act or the percentage of the voting power of the outstanding 
securities of the Company collectively held by all of the Taylor Parties. No change of control will be 
deemed to have occurred for purposes of an individual 2018 Employment Agreement by virtue of any 
transaction which results in the affected Named Executive Officer, or a group of persons which includes 
the affected Named Executive Officer, acquiring, directly or indirectly, securities representing 20% or 
more of the voting power of outstanding securities of the Company. 


The estimated amounts that would have been payable to a Named Executive Officer under the 2018 
Employment Agreements are more fully described in “Termination, Change of Control and Change of 
Responsibility Payments.” 
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Additionally, on June 20, 2019, Mr. Colosi and the Company announced that Mr. Colosi would be 
retiring as President of the Company effective as of June 20, 2019. On July 3, 2019, the Company entered 
into the Colosi Consulting Agreement with Mr. Colosi. Under the Colosi Consulting Agreement, which 
expired on March 1, 2020, the Company agreed to pay Mr. Colosi an aggregate sum of $500,000 in 
bi-weekly installments over the term of the Colosi Consulting Agreement. In addition, the Company 
agreed to pay Mr. Colosi an aggregate sum of $1,400,000, payable on March 1, 2020. Under the terms of 
the Colosi Consulting Agreement, Mr. Colosi agreed to be available upon reasonable notice to consult on 
matters assigned by the Company. The Colosi Consulting Agreement also provided a general release of 
claims through June 20, 2019. Finally, the Colosi Consulting Agreement reaffirmed certain obligations of 
Mr. Colosi under his 2018 employment agreement, including, without limitation, obligations pertaining to 
non-competition, non-hire, and non-solicitation. 


Hedging and Pledging Policies 


The Company has an insider trading policy that, among other things, prohibits all of our employees 
(including our executive officers) and our directors from engaging in speculative trading in the Company’s 
shares, which prohibition includes any arrangement by which a shareholder or option holder changes his 
or her economic exposure to changes in the price of the stock. Prohibited arrangements include buying 
standardized put or call options, writing put or call options, selling stock short, buying or selling securities 
convertible into other securities, or merely engaging in a private arrangement where the value of the 
agreement varies in relation to the price of the underlying security. Such arrangements are prohibited 
because these transactions may give the appearance of improper trades and look disloyal. In addition, our 
insider trading policy strongly discourages employees (including our executive officers) and our directors 
from holding the Company’s securities in a margin account or otherwise pledging these securities as 
collateral for a loan. As of the date of this proxy statement, none of our Named Executive Officers and 
non-employee directors hold the Company’s securities in a margin account or have otherwise pledged 
them as collateral for a loan. 


Compensation Committee Report 


The compensation committee has reviewed and discussed the “Compensation Discussion and 
Analysis” required by Item 402(b) of Regulation S-K with management. Based on such review and 
discussions, the compensation committee recommended to the Board that the “Compensation Discussion 
and Analysis” be included in this proxy statement and incorporated by reference into the Company’s 
Annual Report on Form 10-K for the year ended December 31, 2019. 


All members of the compensation committee concur in this report. 


James R. Zarley, Chair 
Gregory N. Moore 
Curtis A. Warfield 
Kathleen M. Widmer 
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Summary Compensation Table 


The following table sets forth the total compensation earned with respect to the fiscal years 2019, 
2018, and 2017 for Mr. Taylor, our Chairman, Chief Executive Officer, and President, and Ms. Robinson, 
our Chief Financial Officer. It also includes such information for each of our three other most highly 
compensated executive officers during fiscal year 2019, as and if applicable. 








Non-equity 
Grant Date Incentive 
Fair Value of Plan All Other 
Bonus Stock Awards Compensation Compensation Total 
Name and Principal Position Year Salary ($) ($)(1) ($) (2) (3) ($) ($) ($)(3) 
W. Kent Taylor 2019 525,000 — _ 3,711,600 654,181 8,961 4,899,742 
Chairman, Chief Executive 2018 525,000 — — 829,316 8,782 1,363,098 
Officer, President 2017 525,000 — _ 7,314,300 710,240 8,670 8,558,210 
Tonya R. Robinson 2019 298,077 200 1,237,200 249,212 1,161 1,785,850 
Chief Financial Officer 2018 250,633 200 626,775 208,601 982 = 1,087,191 
Scott M. Colosi 2019 219,808 — 4,020,900 — 1,727,455(4) 5,968,163 
Former President 2018 450,000 200 — 552,877 8,782 1,011,859 
2017 450,000 200 2,709,000 473,494 8,670 3,641,364 
S. Chris Jacobsen 2019 314,481 200 742,320 249,212 8,961 1,315,174 
Chief Marketing Officer 2018 300,000 200 — 315,930 8,782 624,912 
2017 300,000 200 541,800 236,747 8,670 — 1,087,417 
Doug W. Thompson 2019 450,000 200 2,629,050 598,108 8,961 3,686,319 
Chief Operating Officer 2018 450,000 200 1,271,240 659,430 8,782 2,389,652 





(1) This column represents holiday bonus awards paid to the Named Executive Officers for the fiscal 
years ended December 31, 2019, December 25, 2018, and December 26, 2017. 


(2) Reflects the grant date fair value computed in accordance with FASB ASC Topic 718 of performance 
based restricted stock units and service based restricted stock units granted pursuant to the 
Company’s long term incentive plan using the closing price of the Company’s common stock on the 
last trading day immediately preceding the grant date. These are not amounts paid to or received by 
the Named Executive Officers. 


The Company cautions that the amounts reported in the Summary Compensation Table for these 
awards may not represent the amounts that the Named Executive Officers will actually realize from 
the awards. Whether, and to what extent, a Named Executive Officer realizes value will depend on 
the Company’s actual operating performance, stock price fluctuations and the Named Executive 
Officer’s continued service with the Company. Additional information on all outstanding stock awards 
is reflected in the “Grants of Plan-Based Awards Table” and the “Outstanding Equity Awards at 
Fiscal Year End Table.” 


(3) With respect to Mr. Taylor, (i) amounts for the 2019 fiscal year include the performance based 
restricted stock units and service based restricted stock units granted to Mr. Taylor during the 2019 
fiscal year relating to his 2019 year service, and (ii) amounts for the 2017 fiscal year include (a) the 
performance based restricted stock units and service based restricted stock units granted to 
Mr. Taylor during the 2017 fiscal year relating to his 2018 year service, and (b) the “retention” 
restricted stock units granted under his 2018 Employment Agreement as more particularly described 
above. 


With respect to Mr. Colosi, (i) amounts for the 2019 fiscal year include (a) the performance based 
restricted stock units and service based restricted stock units granted to Mr. Colosi during the 2019 
fiscal year relating to his 2019 year service, and (b) the “retention” restricted stock units granted to 
Mr. Colosi during the 2019 fiscal year, and (ii) amounts for the 2017 fiscal year include the 
performance based restricted stock units and service based restricted stock units granted to 
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(4) 


Mr. Colosi during the 2017 fiscal year relating to his 2018 year service. With respect to the restricted 
stock units granted to Mr. Colosi for the 2019 fiscal year, upon his retirement, he forfeited his right 
to receive such units which had a grant date fair value of $4,020,900. 


With respect to Mr. Jacobsen, (i) amounts for the 2019 fiscal year include the performance based 
restricted stock units and service based restricted stock units granted to Mr. Jacobsen during the 2019 
fiscal year relating to his 2019 year service, and (ii) amounts for the 2017 fiscal year include the 
“retention” restricted stock units granted to Mr. Jacobsen under his 2018 Employment Agreement as 
more particularly described above. 


With respect to Ms. Robinson, (i) amounts for the 2019 fiscal year include (a) the service based 
restricted stock units granted to Ms. Robinson during the 2019 fiscal year relating to her 2019 year 
service, and (b) the “retention” restricted stock units granted to Ms. Robinson during the 2019 fiscal 
year, and (ii) amounts for the 2018 fiscal year include the service based restricted stock units granted 
to Ms. Robinson during the 2018 fiscal year relating to her 2018 year service. 


With respect to Mr. Thompson, (i) amounts for the 2019 fiscal year include (a) the performance 
based restricted stock units and service based restricted stock units granted to Mr. Thompson during 
the 2019 fiscal year relating to his 2019 year service, and (b) the “retention” restricted stock units 
granted to Mr. Thompson during the 2019 fiscal year, and (ii) amounts for the 2018 fiscal year 
include the service based restricted stock units granted to Mr. Thompson during the 2018 fiscal year 
relating to his 2018 year service. 


With respect to Mr. Colosi’s all other compensation amount described for 2019, Mr. Colosi received 
(i) approximately $323,529 under the Colosi Consulting Agreement for the period commencing on the 
start of the Colosi Consulting Agreement through December 31, 2019, (ii) $1,400,000 on March 1, 
2020 following the conclusion of his consulting service under the Colosi Consulting Agreement, and 
(iii) $3,926 for other amounts earned during fiscal year 2019 prior to his retirement; provided, 
however, the column does not include approximately $176,471 that Mr. Colosi earned under the 
Colosi Consulting Agreement for the period commencing on January 1, 2020 and continuing through 
March 1, 2020. 
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Grants of Plan-Based Awards in Fiscal Year 2019 


The following table presents information with respect to grants of stock awards to the applicable 


Named Executive Officers during fiscal year 2019. 


Name 


W. Kent Taylor 

Service Based RSUs vesting on 
January 8, 2020 

Performance Based RSUs vesting 
on January 8, 2020 

Scott M. Colosi 

Service Based RSUs vesting on 
January 8, 2020 

Service Based RSUs vesting on 
January 8, 2021 

Performance Based RSUs vesting 
on January 8, 2020 

S. Chris Jacobsen 

Service Based RSUs vesting on 
January 8, 2020 

Performance Based RSUs vesting 
on January 8, 2019 

Tonya R. Robinson 

Service Based RSUs vesting on 
January 8, 2020 

Service Based RSUs vesting on 
January 8, 2021 

Doug W. Thompson 

Service Based RSUs vesting on 
January 8, 2020 

Service Based RSUs vesting on 
January 8, 2021 

Performance Based RSUs vesting 
on January 8, 2020 











Grants of Plan-Based Awards Table 


Estimated Future Payouts 
Under Equity Incentive Plan 


Awards(1) 





All Other Stock 
Awards: Number 


Grant Date 
Fair Value of 
Stock and 


of Shares of Stock Option Awards 





Grant Date Minimum Target Maximum or Units(2) ($) (3) 
January 8, 2019 — — — 10,000 618,600 
January 8, 2019 _— 50,000(4) 100,000 — 3,093,000 
January 8, 2019 — — — 10,000 618,600 
January 8, 2019 — — — 15,000 927,900 
January 8, 2019 — 40,000(4) 80,000 — 2,474,400 
January 8, 2019 — — — 5,000 309,300 
January 8, 2019 — 7,000(4) 14,000 — 433,020 
January 8, 2019 — — — 10,000 618,600 
January 8, 2019 — — — 10,000 618,600 
January 8, 2019 — — — 10,000 618,600 
January 8, 2020 — — — 12,500 773,250 
January 8, 2019 _ 20,000(4) 40,000 — 1,237,200 


(1) These amounts reflect the minimum, target, and maximum number of shares issuable under performance 
awards. The related performance targets and certain results are described in detail in the “Compensation 


Discussion and Analysis.” 


(2) 


Each stock award consists of restricted stock units, where each unit represents the conditional right to 


receive one share of our common stock upon satisfaction of vesting requirements. See the “Compensation 
Discussion and Analysis” for the conditions of accelerated vesting upon termination of employment other 


than for cause. 


(3) 


Reflects the grant date fair value computed in accordance with ASC 718 of the target number of performance 


based units and restricted stock units granted to the Named Executive Officers using the closing price of the 
Company’s common stock on the last trading day immediately preceding the grant date, which was $61.86. 
These are not amounts paid to or received by the Named Executive Officers. For discussion of the assumptions 
used in determining these values, see Note 14 to the consolidated financial statements in the Company’s 
Annual Report on Form 10-K for the fiscal year ended December 31, 2019. 


(4) 


The amount included in the table above represents the target award opportunity. Performance based equity 


awards with respect to fiscal year 2019 were paid at 124.6% of the total target amount for all or a portion 


32 


of the fiscal year in which a Named Executive Officer served in such role, based on actual EPS growth of 
11.9% and an actual Profit Sharing Pool of $3,102,743 calculated on fiscal year 2019 pre-tax profit of 
$206,849,534. 


Outstanding Equity Awards 


The following table presents information with respect to outstanding stock option awards, stock 


awards, and equity incentive plan awards as of December 31, 2019 by the Named Executive Officers 
(other than Mr. Colosi). 


Outstanding Equity Awards at Fiscal Year End Table 


Equity Incentive Plan 











Stock Awards Awards 
Number of Market Number of Market 
Shares or Value Shares or Value 
Units of of Shares or Units of of Shares or 
Stock Units of Stock Units of 
That Stock That That Stock That 
Have Not Have Not Have Not Have Not 
Vested Vested Vested Vested 
Name (#) ($)(1) (#) ($)(1) 
W. Kent Taylor 85,000(2) 4,787,200  50,000(3) 2,816,000 
Chairman, Chief Executive Officer, President 
S. Chris Jacobsen 15,000(4) 844,800 —_7,000(5) 394,240 
Chief Marketing Officer 
Tonya R. Robinson 20,000(6) 1,126,400 — — 
Chief Financial Officer 
Doug W. Thompson 22,500(7) 1,267,200 20,000(8) 1,126,400 


Chief Operating Officer 





(1) 
(2) 
(3) 


(4) 
(5) 


(6) 
(7) 
(8) 


Market value was computed using the Company’s closing stock price on the last trading day of our 
fiscal year ended December 31, 2019, which was $56.32. 


The vesting schedule is as follows: 10,000 shares on January 8, 2020, and 75,000 shares on January 8, 
2023. 


Consists of performance awards which will vest and be earned, if at all, at the time of a 
determination by our compensation committee that certain Company performance measures have 
been satisfied. If and to the extent earned, the vesting schedule is as follows: 50,000 shares on 
January 8, 2020. 


The vesting schedule is as follows: 5,000 shares on January 8, 2020, and 10,000 shares on January 8, 
2021. 


Consists of performance awards which will vest and be earned, if at all, at the time of a 
determination by our compensation committee that certain Company performance measures have 
been satisfied. If and to the extent earned, the vesting schedule is as follows: 7,000 shares on 
January 8, 2020. 


The vesting schedule is as follows: 10,000 shares on January 8, 2020, and 10,000 shares on January 8, 
2021. 


The vesting schedule is as follows: 10,000 shares on January 8, 2020, and 12,500 shares on January 8, 
2021. 


Consists of performance awards which will vest and be earned, if at all, at the time of a 
determination by our compensation committee that certain Company performance measures have 
been satisfied. If and to the extent earned, the vesting schedule is as follows: 20,000 shares on 
January 8, 2020. 
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See the “Compensation Discussion and Analysis” for the conditions of accelerated vesting upon 
termination of employment other than for cause. 


Stock Vested 


The following table presents information with respect to stock awards vested during the fiscal year 
ended December 31, 2019 by the Named Executive Officers. 


Stock Vested Table 








Number of Value Realized 
Shares Acquired on Vesting 

Name on Vesting (#) ($)(1) 

W. Kent Taylor 88,983 5,504,488(4) 
Chairman, Chief Executive Officer, President 

Scott M. Colosi 73,186 4,527,286(ii) 
Former President 

S. Chris Jacobsen 15,000 927,900(iii) 
Chief Marketing Officer 

Tonya R. Robinson 10,000 563,310(iv) 
Chief Financial Officer 

Doug W. Thompson 22,000 1,338,860(v) 


Chief Operating Officer 





(1) The value realized upon vesting of restricted stock units represents the fair value of the 
underlying shares based on the closing price of the Company’s common stock on the trading 
day immediately preceding the vesting date, which is in accordance with the following: 


(i) $61.86 with respect to the 10,000 service based restricted stock units which vested on 
January 8, 2019, and $61.86 with respect to the 78,983 performance based restricted 
stock units which vested on January 8, 2019 but became reportable on February 22, 
2019. 


(ii) $61.86 with respect to the 10,000 service based restricted stock units which vested on 
January 8, 2019, and $61.86 with respect to the 63,186 performance based restricted 
stock units which vested on January 8, 2019 but became reportable on February 22, 
2019. 


(iii) $61.86 with respect to the 15,000 restricted stock units which vested on January 8, 2019. 


(iv) $62.52 with respect to the 1,500 restricted stock units which vested on February 26, 
2019, $54.72 with respect to 1,500 restricted stock units which vested on May 6, 2019, 
and $55.35 with respect to 7,000 restricted stock units which vested on June 11, 2019. 


(v) $61.86 with respect to the 20,000 restricted stock units which vested on January 8, 2019, 
and $50.83 with respect to 2,000 restricted stock units which vested on August 27, 2019. 


Termination, Change of Control and Change of Responsibility Payments 


If a Named Executive Officer had resigned or been terminated for cause prior to the expiration of 
the term of his or her 2018 Employment Agreement, the Named Executive Officer would have received 
payment of his or her annual base salary then in effect through the date of resignation or termination. 


If a Named Executive Officer had been terminated prior to the expiration of the term of his or her 
2018 Employment Agreement as a result of death or disability, such Named Executive Officer’s 
beneficiary or estate would have been entitled to receive an amount equal to such officer’s annual base 
salary then in effect through the date of termination due to death or disability, plus any earned but 
unpaid bonus, plus the amount of such Named Executive Officer’s annual base salary then in effect for 
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180 days following the termination, plus a fixed bonus amount as follows: for Mr. Taylor, $262,500; for 
Mr. Colosi, $175,000; for Mr. Jacobsen, $100,000; for Ms. Robinson, $100,000; and, for Mr. Thompson, 
$225,000. 


Except as otherwise noted with respect to Mr. Colosi, the following table lists the estimated amounts 
payable to a Named Executive Officer pursuant to the 2018 Employment Agreements if his or her 
employment had been terminated without cause unrelated to a change of control on December 31, 2019, 
the last day of our fiscal year, provided that each Named Executive Officer signed a full release of all 
claims against us. 


Termination Payments Table 





Total 
Estimated 
Cash 
Payments 
Name Sad 
W. Kent Taylor 100 
Chairman, Chief Executive Officer, President 
Scott M. Colosi 1,900,000(2) 
Former President 
S. Chris Jacobsen 504,554 
Chief Marketing Officer 
Tonya R. Robinson 497,157 
Chief Financial Officer 
Doug W. Thompson 1,045,026 


Chief Operating Officer 





(1) Mr. Taylor is entitled to a crisp $100 bill upon the termination of his employment without 
cause. If the employment of Mr. Jacobsen had been terminated under those circumstances, 
he would have received any bonus for a year already ended (even if not yet paid at 
termination), plus the proportionate share of his annual base salary then in effect ($315,000) 
for 180 days, plus $100,000. If the employment of Ms. Robinson had been terminated under 
those circumstances, she would have received any bonus for a year already ended (even if 
not yet paid at termination), plus the proportionate share of her annual base salary then in 
effect ($300,000) for 180 days, plus $100,000. If the employment of Mr. Thompson had been 
terminated under those circumstances, he would have received any bonus for a year already 
ended (even if not yet paid at termination), plus the proportionate share of his annual base 
salary then in effect ($450,000) for 180 days, plus $225,000. 


(2) As more particularly described above, this amount includes the actual amount paid by the 
Company to Mr. Colosi pursuant to the Colosi Consulting Agreement and is comprised of 
(i) an aggregate sum of $500,000 in bi-weekly installments over the term of the Colosi 
Consulting Agreement, and (ii) $1,400,000 paid to Mr. Colosi on March 1, 2020. As 
previously discussed, upon his retirement, Mr. Colosi forfeited his right to all outstanding 
equity awards and he reaffirmed certain obligations under his 2018 employment agreement, 
including, without limitation, obligations pertaining to non-competition, non-hire, and 
non-solicitation 


The following table lists the estimated amounts payable to a Named Executive Officer (other than 
Mr. Colosi) if his or her employment had been terminated without cause following a change of control, or 
if any of the officers had resigned his or her position for good reason following a change of control, on 
December 31, 2019, the last day of our fiscal year, provided that each Named Executive Officer signed a 
full release of claims against us. 
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Change in Control, Change in Responsibilities Payments Table 


Estimated Estimated Value of 





Cash Newly Vested 
Payments Stock Awards Total 
Name ($) (1) ($) (2) ($) 
W. Kent Taylor 1,714,249 10,982,400 12,696,649 
Chairman, Chief Executive Officer, President 
S. Chris Jacobsen 770,253 1,914,880 2,685,133 
Chief Marketing Officer 
Tonya R. Robinson 754,965 1,689,600 2,444,565 
Chief Financial Officer 
Doug W. Thompson 1,536,738 4,083,200 5,629,938 


Chief Operating Officer 





(1) 


(2) 


If the employment of any of the Named Executive Officers listed above had been terminated without 
cause following a change of control, or if any of the Named Executive Officers listed above had 
resigned his or her position for good reason following a change of control, the Named Executive 
Officer would have received the amount of his or her then current base salary and target incentive 
bonus through the end of the term of the Named Executive Officer’s employment agreement, but not 
less than one year. Had a Named Executive Officer’s employment been so terminated on 

December 31, 2019, each of Messrs. Taylor, Jacobsen, and Thompson, and Ms. and Robinson would 
have received payment through January 7, 2021. 


The table below details the estimated payment for each Named Executive Officer. 








Total 
Estimated 
Payments 
Name Salary ($) Bonus ($) ($) 
W. Kent Taylor 535,068 1,179,181 1,714,249 
Chairman, Chief Executive Officer, President 
S. Chris Jacobsen 321,041 449,212 770,253 
Chief Marketing Officer 
Tonya R. Robinson 305,753 449,212 754,965 
Chief Financial Officer 
Doug W. Thompson 458,630 1,078,108 1,536,738 


Chief Operating Officer 


Each Named Executive Officer’s restricted stock units would have become immediately vested upon a 
termination of his or her employment without cause following a change of control, or if any of the 
Named Executive Officers had resigned his or her position for good reason following a change of 
control. In addition, if any of Messrs. Taylor, Colosi, Jacobsen, and Thompson, and Ms. Robinson had 
not yet been granted performance based restricted stock units for the third year of their respective 
employment agreement, they would be issued the target number of units set forth in their respective 
2018 Employment Agreements and as more particularly identified in the Grants of Plan-Based 
Awards Table above for each such year. The amounts shown in this column represent the value of the 
restricted stock units at the closing price of our common stock on the last trading day of our fiscal 
year ended December 31, 2019, which was $56.32. The number of restricted stock units which would 
have vested on that date are shown in “Outstanding Equity Awards.” 


CEO Pay Ratio 


Under Section 953(b) of the Dodd Frank Wall Street Reform and Consumer Protection Act, a U.S. 


publicly traded corporation is required to disclose the ratio between their Chief Executive Officer’s annual 
total compensation to the total compensation of such corporation’s median employee after excluding the 
Chief Executive Officer’s compensation. To identify our median employee, we used the 2019 total cash 
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compensation for all individuals (other than Mr. Taylor, our CEO) who were employed by us as of 
December 31, 2019, the last day of our 2019 fiscal year. For the purposes of calculating our employee’s 
total cash compensation, we used our employee’s base wages identified on our employees’ W-2 forms. As 
a part of our calculation, we included all employees, whether employed by us on a full-time or part-time 
basis, and we annualized the compensation of any employee whom we hired during our 2019 fiscal year 
and who was working for us at the end of our fiscal year. As of December 31, 2019, approximately 72% of 
our employees were part-time employees and our average employee worked approximately 23 hours per 
week. 


We identified our median employee as a part-time server in Bismarck, North Dakota who worked an 
average of 15 hours per week. After identifying our median employee, we calculated the annual total 
compensation for such employee as $13,483, which is determined using the same methodology we used for 
our Named Executive Officers as set forth in the 2019 Summary Compensation Table described above. 


As more particularly described in the 2019 Summary Compensation Table, the annual total compensation 
for Mr. Taylor, our CEO, for our 2019 fiscal year is $4,900,645 and the ratio between the compensation 
for our CEO and the compensation for our median employee is 363 to 1. Note that since the SEC rules 
allow companies to use various methodologies and assumptions, apply certain exclusions, and make 
reasonable estimates relating to a specific company’s employee base when identifying the median 
employee, the CEO pay ratio disclosed by other companies may not be comparable with the CEO pay 
ratio disclosed in this paragraph. Additionally, the pay ratio between our CEO and our median employee 
may vary year to year based, in part, on the grant date value of any restricted stock units granted to our 
CEO in any given year. 


37 


AUDIT COMMITTEE REPORT 


The audit committee of the Board (the “Committee’’) is currently composed of three directors, all of 
whom meet the criteria for independence under the applicable NASDAQ and Securities & Exchange 
Commission (the “SEC”) rules and the Sarbanes-Oxley Act. The Committee acts under a written charter 
adopted by the Board, a copy of which is available on the Company’s website at www.texasroadhouse.com. 


The Committee has prepared the following report on its activities and with respect to the Company’s 
audited consolidated financial statements for the fiscal year ended December 31, 2019 (the “Audited 
Financial Statements’). 


The Committee met 14 times during fiscal year 2019, which were comprised of six regular meetings 
of the Committee and two meetings per quarter relating to the Committee’s review of the 
Company’s filings with the SEC. The Committee’s meetings included private sessions with the 
Company’s independent auditors and internal auditors, as well as executive sessions consisting of 
only Committee members. The Committee also met periodically in private sessions with 
management, including Named Executive Officers (as needed); 


The Committee reviewed the acknowledgement process for the Company’s Code of Conduct, and 
the corresponding results; 


The Committee reviewed the scope, plans and results of the testing performed by the Company’s 
internal auditors and independent auditors in their assessments of internal control over financial 
reporting and the consolidated financial statements; 


The Committee reviewed matters submitted to it via the Company’s whistleblower hotline and/or 
other reporting mechanisms regarding concerns about allegedly questionable financial, accounting 
and/or auditing matters (if any); 


The Committee reviewed with management, including the internal auditors and the Company’s 
Vice President of Legal, and the independent auditors, the Company’s practices with respect to risk 
assessment and risk management. The overall adequacy and effectiveness of the Company’s legal, 
regulatory and ethical compliance programs were also reviewed, as well as the Company’s 
cybersecurity controls and system standards; 


The Committee reviewed with the Company’s Vice President of Legal the Company’s disclosures 
with respect to current lawsuits (as and if applicable); 


The Committee reviewed comment letters received from the SEC, if any, together with management’s 
response to such letters; 


The Committee pre-approved all audit, audit-related and permissible non-audit services provided to 
the Company by KPMG LLP, the Company’s independent auditors, for the 2019 fiscal year, before 
management engaged the independent auditors for those purposes, pursuant to and in accordance 
with the Texas Roadhouse, Inc. Policy for Pre-Approval of Services Provided by External Audit 
Firm (which is available on the Company’s website, www. texasroadhouse.com); 


On a quarterly basis, the Committee discussed with KPMG LLP the matters required to be 
discussed by the Public Company Accounting Oversight Board Auditing Standard No. 1301, 
Communications with Committees; 


The Committee discussed with KPMG LLP their written disclosures and letter required by the 
Public Company Accounting Oversight Board regarding the independent auditor’s communications 
with the Committee concerning independence; 


The Committee reviewed the selection, application and disclosure of critical accounting policies; 
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¢ The Committee reviewed with KPMG LLP the selection and disclosure of the critical audit matters 
set forth in the independent auditor’s report of the Company’s Form 10-K; 


¢ The Committee reviewed the Company’s quarterly earnings press releases prior to issuance; 


¢ The Committee reviewed and discussed the Company’s Audited Financial Statements for the 2019 
fiscal year with management and the independent auditors; 


¢ As mentioned above, the Committee reviewed the Company’s Quarterly and Annual Reports on 
Form 10-Q and Form 10-K prior to filing with the SEC; 


¢ The Committee evaluated the appointment, compensation, retention and oversight of KPMG LLP. 
In connection with such appointment, the Committee evaluated the service level of the incumbent 
independent auditor, which included criteria such as prior year quality of service, industry and 
technical expertise, independence, resource availability, and reasonableness and competitiveness of 
fees, as well as solicited the input of key management employees during its evaluation; and 


¢ Based on the review and discussion referred to above, and in reliance thereon, the Committee 
recommended to the Board that the Audited Financial Statements be included in the Company’s 
Annual Report on Form 10-K for the fiscal year ended December 31, 2019, for filing with the SEC. 


All members of the Committee concur in this report. 


Gregory N. Moore, Chair 
Curtis A. Warfield 
James R. Zarley 


Related Party Transactions 


The Committee’s charter provides that the Committee will review and approve any transactions 
between us and any of our executive officers, non-employee directors, and 5% shareholders, or any 
members of their immediate families, in which the amount involved exceeds the threshold limits 
established by the regulations of the SEC. In reviewing a related-party transaction, the Committee 
considers the material terms of the transaction, including whether the terms are generally available to an 
unaffiliated third party under similar circumstances. Unless specifically noted, the transactions described 
below were entered into before our initial public offering and the subsequent formation of the 
Committee. 


Grants of Franchise or License Rights 


We have licensed or franchised restaurants to companies owned in part by certain Named Executive 
Officers. The licensing or franchise fees paid by these companies to us range from 0.0% to 4.0% of 
restaurant sales, which is the amount we typically charge to franchisees. We believe that allowing certain 
Named Executive Officers with ownership interests in our restaurants that pre-dated our initial public 
offering to continue to maintain those ownership interests adds an ongoing benefit to the Company by 
making those Named Executive Officers more invested in the overall success of the brand. Ownership of 
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franchised restaurants by our current and/or former Named Executive Officers as of the end of the 2019 
fiscal year is listed below. 





Management, 
Royalties Supervision or 
Paid to Accounting Fees 
Us in Paid to Us in 
Initial Fiscal Year Fiscal Year 
Name and Franchise _ Royalty 2019 2019 
Restaurant Ownership Fee Rate ($) ($) 
Billings, MT W. Kent Taylor (27.5%) — 4.0% 222,294 27,787 
Scott M. Colosi (2.0%) 
Everett, MA W. Kent Taylor (28.75%) — 4.0% 277,760 34,720 
Fargo, ND Scott M. Colosi (5.05%) — 4.0% 204,383 25,548 
Lexington, KY W. Kent Taylor (3.33%) — 2.0% 112,338 23,724 
McKinney, TX Scott M. Colosi (2.0%) — 4.0% 286,599 35,825 
Muncie, IN W. Kent Taylor (4.91%) — — 50,000 — 
Omaha, NE Scott M. Colosi (10.99%) — 4.0% 231,165 28,896 
Port Arthur, TX W. Kent Taylor (15.0%) — 4.0% 236,302 29,538 
Scott M. Colosi (3.0%) 
Wichita, KS W. Kent Taylor (24.05%) — 4.0% 330,413 41,302 
Scott M. Colosi (4.0%) 





For the 2019 fiscal year, the total amount of distributions received by Mr. Taylor and Mr. Colosi 
relating to their ownership interests in the above-referenced franchised restaurants were $1,525,985 and 
$192,308, respectively. These amounts do not reflect compensation paid by the Company to Mr. Taylor 
and/or Mr. Colosi during the 2019 fiscal year; rather, these amounts were paid by the applicable franchise 
entity and reflect a return on investment in these separate restaurant locations. 


On March 19, 2004, we entered into a preliminary franchise agreement with a company which is 95% 
owned by Mr. Taylor to develop a restaurant at a location which is to be determined. The terms of the 
preliminary franchise agreement provide for no initial franchise fees and royalties of 3.5% of restaurant 
sales. During fiscal year 2019, we received no payment from this franchise restaurant, as none was due. 


The franchise agreements and preliminary franchise agreement that we have entered into with our 
Named Executive Officers contain the same terms and conditions as those agreements that we enter into 
with our other domestic franchisees except, in some instances, the initial franchise fees and the royalty 
rates, which are currently $40,000 and 4.0%, respectively, for our other domestic franchisees. We have the 
contractual right, but not the obligation, to acquire the restaurants owned by our Named Executive 
Officers based on a pre-determined valuation formula which is the same as the formula contained in the 
domestic franchise agreements that we have entered into with other franchisees with whom we have such 
rights. A preliminary agreement for a franchise may be terminated if the franchisee does not identify and 
obtain our approval of its restaurant management personnel, locate and obtain our approval of a suitable 
site for the restaurant or does not demonstrate to us that it has secured necessary capital and financing to 
develop the restaurant. Once a franchise agreement has been entered into, it may be terminated if the 
franchisee defaults in the performance of any of its obligations under the agreement, including its 
obligations to operate the restaurant in strict accordance with our standards and specifications. A 
franchise agreement may also be terminated if a franchisee becomes insolvent, fails to make its required 
payments, creates a threat to the public health or safety, ceases to operate the restaurant or misuses the 
Texas Roadhouse trademarks. 


Ownership Interest in Majority-Owned Joint Venture Entities 


Upon his appointment to Chief Operating Officer, Mr. Thompson held an ownership interest in the 
Texas Roadhouse restaurant in Gilbert-East, AZ, which is a restaurant that is owned by an entity that the 
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Company controls and in which the Company holds a 52.5% ownership interest. The Company believes 
that allowing certain Named Executive Officers to have ownership interests in restaurants provides an 
ongoing benefit to the Company by making these persons more invested in the overall success of the 
brand. As of the end of the 2019 fiscal year, Mr. Thompson held a 35.5% ownership interest in the 
Gilbert-East, AZ restaurant, which entity paid $260,055 to us for management and supervision fees. 
Additionally, for the 2019 fiscal year, the total amount of distributions received by Mr. Thompson relating 
to his ownership interest in the Gilbert-East, AZ restaurant was $476,090. These amounts do not reflect 
compensation paid by the Company to Mr. Thompson during the 2019 fiscal year; rather, these amounts 
were paid by the applicable entity and reflect a return on investment in this restaurant location. 


Other Related Transactions 


We entered into real estate lease agreements for franchise restaurants located in Everett, MA, of 
which Mr. Taylor beneficially owns 28.75%, and Fargo, ND, of which Mr. Colosi owns 5.05%, before our 
granting franchise rights for those restaurants. We have subsequently assigned the leases to the 
franchisees, but we remain contingently liable if a franchisee defaults under the terms of a lease. The 
Everett lease expires in February 2023, and the Fargo lease expires in July 2021. 


We previously entered into real estate lease agreements for the Company restaurants located in 
Gilbert-East, AZ. We subsequently assigned the lease to a joint venture operating entity, but we remain 
contingently liable if the entity defaults under the terms of the lease. The Gilbert-East lease expires in 
July 2023. 
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PRESENTATION OF PROPOSALS 
PROPOSAL 1 
ELECTION OF DIRECTORS 


The Company’s bylaws provide for not less than one and not more than 15 directors. Our Board 
currently consists of five directors. At the Annual Meeting, we are electing five directors to hold office 
until the Annual Meeting of Shareholders in 2021 and until a successor is elected and qualified. Although 
it is not anticipated that any of the nominees listed below will decline or be unable to serve, if that should 
occur, the proxy holders may, in their discretion, vote for a substitute nominee. 


Nominees for Election as Directors 


Set forth below are the Board members who will stand for re-election at the Annual Meeting, 
together with their age, all Company positions and offices they currently hold, and the year in which they 
joined the Board. 





Director 
Name Age Position or Office Since 
Gregory N. Moore 70 Director 2005 
W. Kent Taylor 64 Director; Chairman & CEO = 2004 
Curtis A. Warfield Sil Director 2018 
Kathleen M. Widmer 58 Director 2013 
James R. Zarley 75 Director 2004 


Recommendation 


THE BOARD RECOMMENDS THAT SHAREHOLDERS VOTE “FOR” THE ELECTION OF THE 
NOMINEES FOR THE DIRECTORS OF THE COMPANY SET FORTH ABOVE. 
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PROPOSAL 2 
RATIFICATION OF INDEPENDENT AUDITORS 


As more particularly described in this proxy statement, the audit committee is directly responsible for 
managing the Company’s independent auditors, which includes, without limitation, (i) pre-approving all 
audit and permitted non-audit services provided by our independent auditors, and (ii) the appointment, 
compensation, retention and oversight of the Company’s independent auditors. In connection with the 
audit committee’s appointment of the Company’s independent auditors, the audit committee evaluates the 
service level of the incumbent independent auditor on an annual basis, which includes criteria such as 
prior year quality of service, industry and technical expertise, independence, resource availability, and 
reasonableness and competitiveness of fees, as well as solicits the input of key management employees 
during its evaluation. 


In connection with the same and pursuant to its charter, the audit committee has appointed the firm 
of KPMG LLP to serve as the independent auditors to audit the consolidated financial statements and the 
internal control over financial reporting of the Company for the fiscal year which ends on December 29, 
2020. The Board and the audit committee jointly agree that the continued retention of KPMG LLP is in 
the best interest of the Company and its shareholders. Accordingly, a resolution will be presented at the 
Annual Meeting to ratify the appointment of KPMG LLP. If the shareholders fail to ratify the 
appointment of KPMG LLP, the audit committee will take this result into account when appointing an 
independent auditor for the 2020 fiscal year. Even if the appointment is ratified, the audit committee in 
its discretion may direct the appointment of a different independent registered public accounting firm as 
the Company’s independent auditors at any time during the year if the audit committee believes that such 
a change would be in the best interests of the Company and its shareholders. One or more representatives 
of KPMG LLP are expected to be present at the Annual Meeting, will have the opportunity to make a 
statement if they desire to do so, and will be available to respond to appropriate questions. 


Fees Paid to the Independent Auditors 
We incurred the following fees to KPMG LLP for fiscal years 2019 and 2018: 


2019($) 2018($) 





Audit Fees 761,380 789,676 
Audit-related Fees — 7,375 
Tax Fees 24,938 20,903 
All Other Fees 1,500 1,500 





787,818 819,454 


Audit Fees 


KPMG LLP charged $761,380 in fiscal year 2019 and $789,676 in fiscal year 2018 for audit fees. 
These include professional services in connection with the audit of the Company’s annual consolidated 
financial statements and its internal control over financial reporting. They also include reviews of the 
Company’s consolidated financial statements included in the Company’s Quarterly and Annual Reports on 
Form 10-Q and Form 10-K and for services that are normally provided by the accountant in connection 
with statutory and regulatory filings or engagements for the fiscal years shown. Additionally, the fees for 
fiscal years 2019 and 2018 contain approximately $41,380 and $55,676, respectively, related to statutory 
audits. Finally, the fees for fiscal years 2019 and 2018 contain approximately $20,000 and $69,000, 
respectively, related to the adoption of new accounting pronouncements. 


Audit-Related Fees. KPMG LLP charged $7,375 in fiscal year 2018 for audit-related services in fiscal 
year 2018. 


43 


Tax Fees. KPMG LLP charged $24,938 in fiscal year 2019 and $20,903 in fiscal year 2018 for 
consulting and compliance services. 


All Other Fees. KPMG LLP charged $1,500 in each fiscal year 2019 and fiscal year 2018 for access to 
their Accounting Research Online tool. 


Pre-approval Policies and Procedures 


The audit committee pre-approved all audit, audit-related and permissible non-audit services provided 
to the Company by KPMG LLP before management engaged the auditors for those purposes. The policy 
of the audit committee is to review all engagement letters for accounting firms for non-audit services. 


Recommendation 


THE BOARD RECOMMENDS A VOTE “FOR” THE RATIFICATION OF KPMG LLP AS THE 
COMPANY’S INDEPENDENT AUDITORS FOR THE 2020 FISCAL YEAR. 
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PROPOSAL 3 
ADVISORY VOTE ON APPROVAL OF EXECUTIVE COMPENSATION 


The Board requests shareholder approval of the compensation of the Company’s Named Executive 
Officers as described in the “Compensation Discussion and Analysis,” the Executive Compensation section 
and the other related executive compensation tables and related discussions in this proxy statement. As an 
advisory vote, the outcome of the voting on this proposal is not binding upon the Company; however, the 
compensation committee, which is responsible for establishing and administering the Company’s executive 
compensation program, values the opinions expressed by shareholders on this proposal and will consider 
the outcome of the vote when making future compensation decisions for the Company’s executive officers. 
Additionally, the compensation committee invites shareholders to express any questions or concerns 
regarding the Company’s compensation philosophy for our executive officers by correspondence addressed 
to Texas Roadhouse, Inc. Compensation Committee, 6040 Dutchmans Lane, Louisville, Kentucky 40205. 


The objective of the compensation committee in setting and evaluating the compensation of our 
executive officers is to promote the sustained profitability of the Company. Compensation for the Named 
Executive Officers is divided into three key components: (1) base salary, which provides a secure base of 
compensation and serves to motivate and retain our Named Executive Officers; (2) a cash bonus, which 
rewards our Named Executive Officers for the success of the Company as measured by growth in the 
Company’s earnings per diluted share and its overall pre-tax profit, and for each Named Executive 
Officer’s individual contribution to that success; and (3) grants of restricted stock units, which offer the 
Named Executive Officers a financial interest in the long-term success of the Company and align their 
interests with those of our shareholders. The types of restricted stock units are (i) restricted stock units, 
which grant the Named Executive Officers the conditional right to receive shares of our common stock 
that vest after a defined period of service, (ii) “retention” restricted stock units, which vest upon the 
completion of the term of an individual Named Executive Officer’s agreement or such longer date as 
determined by the compensation committee, and (iii) performance stock units, which are calculated based 
on the achievement of certain Company performance targets established by the compensation committee 
and vest over a period of service. The compensation packages for our Named Executive Officers offer 
base salaries and target cash bonus amounts and feature restricted stock unit awards, the value of which is 
dependent upon the performance of the Company and the price of our common stock. 


The compensation committee evaluates the stock compensation for each specific Named Executive 
Officer on an annual basis to determine the right combination of rewards and incentives through the 
issuance of service based restricted stock units and/or performance based restricted stock units to drive 
company performance without encouraging unnecessary or excessive risk taking by all of the Named 
Executive Officers as a whole. Under this approach, the Named Executive Officers receive a combination 
of service based restricted stock units and performance based restricted stock units, with a significant 
portion of some of the Named Executive Officers’ compensation being tied to the grant of such 
performance based restricted stock units. By conditioning a significant portion of certain Named Executive 
Officer’s performance based restricted stock unit grants upon the achievement of defined performance 
goals to be established by the compensation committee, combined with the stock ownership guidelines for 
our Named Executive Officers more particularly described above, we have created a more direct 
relationship between compensation and shareholder value. Additionally, by only providing one year’s 
worth of restricted stock units to our Named Executive Officers, the compensation committee has the 
opportunity to adjust a significant portion of the total compensation for the Named Executive Officers on 
an annual basis to more accurately reflect the overall performance of the Company, which may include 
the issuance of service based restricted stock units and/or performance based restricted stock units. 
Overall, we believe this approach provides the Named Executive Officers with a compensation package 
which promotes the sustained profitability of the Company and aligns the interests of our Named 
Executive Officers with those of our shareholders. The compensation packages also reflect a pragmatic 
response to external market conditions; that is, total compensation that is competitive with comparable 
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positions in similar industries, including the casual dining sector of the restaurant industry, but which is 
reasonable and in the best interests of our shareholders. 


This structure, along with the culture and values of our Company, allows the Company to attract and 
retain top talent, while also encouraging our Named Executive Officers to keep their focus on both 
long-term business development and short-term financial growth. The Board was pleased to receive 
shareholder approval of the compensation packages of our Named Executive Officers in the advisory vote 
at the 2019 annual meeting and again requests approval of the compensation packages of our Named 
Executive Officers. 


Recommendation 


THE BOARD RECOMMENDS THAT SHAREHOLDERS VOTE “FOR” THE EXECUTIVE 
COMPENSATION DETAILED IN THIS PROXY STATEMENT. 
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SHAREHOLDER PROPOSALS 


Under Rule 14a-8 promulgated under the Exchange Act, shareholders may present proposals to be 
included in the Company proxy statement for consideration at the next annual meeting of its shareholders 
by submitting their proposals to the Company in a timely manner. Any such proposal must comply with 
Rule 14a-8. 


The Company’s bylaws, a copy of which is available on the Company’s website, 
www.texasroadhouse.com, require shareholders who intend to propose business for consideration by 
shareholders at the 2021 annual meeting, other than shareholder proposals that are included in the proxy 
statement, to deliver written notice to the principal executive offices of the Company on or before 
December 4, 2020 (reflecting 120 calendar days prior to the one year anniversary of the date of the 
Company’s proxy statement issued in connection with the prior year’s annual meeting). This notice must 
include a description of the business desired to be brought before the annual meeting, the name and 
address of the shareholder proposing such business and of the beneficial owner, if any, on whose behalf 
the business is being brought, the class, series and number of shares of the Company which are 
beneficially owned by the shareholder and such other beneficial owner and any material interest of the 
shareholder and such other beneficial owner in such business. Similar requirements are set forth in the 
Company’s bylaws with respect to shareholders desiring to nominate candidates for election as director. 
Exchange Act rules permit management to vote proxies in its discretion in certain cases if the shareholder 
does not comply with these deadlines, and in certain other cases notwithstanding the shareholder’s 
compliance with these deadlines. If a shareholder submitting a matter to be raised at the Company’s next 
annual meeting desires that such matter be included in the Company’s proxy statement for that meeting, 
such matter must be submitted to the Company no later than December 4, 2020. 


The rules of the SEC set forth standards for what shareholder proposals the Company is required to 
include in a proxy statement for an annual meeting. 


SHAREHOLDERS’ COMMUNICATIONS WITH THE BOARD 


Shareholders that want to communicate in writing with the Board, or specific directors individually, 
may send proposed communications to the Company’s Corporate Secretary, Christopher C. Colson, at 
6040 Dutchmans Lane, Louisville, Kentucky 40205. The proposed communication will be reviewed by 
Mr. Colson and by the audit committee. If the communication is appropriate and serves to advance or 
improve the Company or its performance, then it will be forwarded to the Board or the appropriate 
director. 


FORM 10-K 


The Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2019, 
accompanies this proxy statement. The Company’s Annual Report does not form any part of the material 
for solicitation of proxies. 


Any shareholder who wishes to obtain, without charge, a copy of the Company’s Annual Report on 
Form 10-K for the fiscal year ended December 31, 2019, which includes financial statements, and is 
required to be filed with the SEC, may access it at www.texasroadhouse.com in the Investors section or 
may send a written request to Christopher C. Colson, Corporate Secretary, Texas Roadhouse, Inc., 6040 
Dutchmans Lane, Louisville, Kentucky 40205. 


OTHER BUSINESS 


The Board is not aware of any other matters to be presented at the Annual Meeting other than those 
set forth herein and routine matters incident to the conduct of the meeting. If any other matters should 
properly come before the Annual Meeting or any adjournment or postponement thereof, the persons 
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named in the proxy, or their substitutes, intend to vote on such matters in accordance with their best 
judgment. 


By Order of the Board of Directors, 


Christopher C. Colson 
Corporate Secretary 


Louisville, Kentucky 
April 3, 2020 


Please vote your shares through any of the methods described on the proxy card as promptly as possible, 
whether or not you plan to attend the Annual Meeting in person. If you do attend the Annual Meeting, you 
may still vote in person, since the proxy may be revoked at any time before its exercise by delivering a written 
revocation of the proxy to the Company’s Corporate Secretary. 
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS 


This Annual Report on Form 10-K contains statements about future events and expectations that constitute 
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and 
Section 21E of the Securities Exchange Act of 1934, as amended. Forward-looking statements are based on our beliefs, 
assumptions and expectations of our future financial and operating performance and growth plans, taking into account 
the information currently available to us. These statements are not statements of historical fact. Forward-looking 
statements involve risks and uncertainties that may cause our actual results to differ materially from the expectations of 
future results we express or imply in any forward-looking statements. In addition to the other factors discussed under 
"Risk Factors" elsewhere in this report, factors that could contribute to these differences include, but are not limited to: 


our ability to successfully execute our growth strategies; 


our ability to successfully open new restaurants, acquire franchise restaurants and/or execute other strategic 
initiatives; 


our ability to increase and/or maintain sales and profits at our existing restaurants; 
our ability to integrate the franchise or other restaurants which we acquire or develop; 
the continued service of key management personnel; 

health concerns about our food products; 

our ability to attract, motivate and retain qualified employees; 


the impact of federal, state or local government laws and regulations relating to our employees and the sale of 
food and alcoholic beverages; 


the impact of litigation, including remedial actions, payment of damages and expenses and negative publicity; 
the cost of our principal food products; 


labor shortages or increased labor costs, such as health care, market wage levels and workers’ compensation 
insurance costs; 


inflationary increases in the costs of construction and/or real estate; 

changes in consumer preferences and demographic trends; 

the impact of initiatives by competitors and increased competition generally; 

our ability to successfully expand into new and existing domestic and international markets; 


risks associated with partnering in markets with franchisees or other investment partners with whom we have 
no prior history and whose interests may not align with ours; 


risks associated with developing and successfully operating new concepts; 


security breaches of confidential customer information in connection with our electronic processing of credit 
and debit card transactions or the failure of our information technology systems; 


the rate of growth of general and administrative expenses associated with building a strengthened corporate 
infrastructure to support our initiatives; 


negative publicity regarding food safety, health concerns and other food or beverage related matters, including 
the integrity of our or our suppliers’ food processing; 


our franchisees’ adherence to the terms of the franchise agreement; 


e potential fluctuation in our quarterly operating results due to seasonality and other factors; 
e supply and delivery shortages or interruptions; 

e our ability to adequately protect our intellectual property; 

e our ability to raise capital in the future; 

e volatility of actuarially determined self-insurance losses and loss estimates; 

e adoption of new, or changes in existing, accounting policies and practices; 

e changes in and/or interpretations of federal and state tax laws; 

e adverse weather conditions which impact guest traffic at our restaurants; and 


e unfavorable general economic conditions in the markets in which we operate that adversely affect consumer 
spending. 


woe wo woe woe 


The words "believe," "may," "should," "anticipate," "estimate," "expect," "intend," "objective," "seek," "plan," 
"strive," "goal," "projects," "forecasts," "will" or similar words or, in each case, their negative or other variations or 
comparable terminology, identify forward-looking statements. We qualify any forward-looking statements entirely by 
these cautionary factors. 


Other risks, uncertainties and factors, including those discussed under "Risk Factors," or those currently deemed 
immaterial or unknown, could cause our actual results to differ materially from those projected in any forward-looking 
statements we make. 


We assume no obligation to publicly update or revise these forward-looking statements for any reason or to update 
the reasons actual results could differ materially from those anticipated in these forward-looking statements, even if new 
information becomes available in the future, except as required by applicable law. 


PARTI 
ITEM 1—BUSINESS 


Texas Roadhouse, Inc. (the "Company") was incorporated under the laws of the state of Delaware in 2004. The 
principal executive office is located in Louisville, Kentucky. 


General Development of Business 


The Company is a growing restaurant company operating predominately in the casual dining segment. Our founder, 
chairman and chief executive officer, W. Kent Taylor, started the business in 1993 with the opening of the first Texas 
Roadhouse restaurant in Clarksville, Indiana. Since then, we have grown to 611 restaurants in 49 states and ten foreign 
countries. Our mission statement is "Legendary Food, Legendary Service®." Our operating strategy is designed to 
position each of our restaurants as the local hometown favorite for a broad segment of consumers seeking high quality, 
affordable meals served with friendly, attentive service. As of December 31, 2019, we owned and operated 
514 restaurants and franchised an additional 69 domestic restaurants and 28 international restaurants. 


Financial Information about Operating Segments 


We consider our restaurant and franchising operations as similar and have aggregated them into a single reportable 
segment. The majority of the restaurants operate in the U.S. within the casual dining segment of the restaurant industry, 
providing similar products to similar customers, and possessing similar pricing structures, resulting in similar long-term 
expected financial performance characteristics. Each of our 514 company restaurants is considered an operating 
segment. 


Narrative Description of Business 


Of the 514 restaurants we owned and operated at the end of 2019, we operated 484 as Texas Roadhouse restaurants 
and 28 as Bubba’s 33 restaurants. In addition, we operated two restaurants outside of the casual dining segment. In 2020, 
we plan to open at least 30 company restaurants. While the majority of our restaurant growth in 2020 will be Texas 
Roadhouse restaurants, we currently expect to open as many as seven Bubba’s 33 restaurants. Throughout this report, 
we use the term "restaurants" to include Texas Roadhouse and Bubba’s 33, unless otherwise noted. 


Texas Roadhouse is a moderately priced, full-service, casual dining restaurant concept offering an assortment of 
specially seasoned and aged steaks hand-cut daily on the premises and cooked to order over open grills. In addition to 
steaks, we also offer our guests a selection of ribs, seafood, chicken, pork chops, pulled pork and vegetable plates, and 
an assortment of hamburgers, salads and sandwiches. The majority of our entrées include two made-from-scratch side 
items, and we offer all our guests a free unlimited supply of roasted in-shell peanuts and fresh baked yeast rolls. 


Bubba’s 33 is a family-friendly, sports restaurant concept featuring scratch-made food, ice cold beer and signature 
drinks. Our menu features burgers, pizza and wings as well as a wide variety of appetizers, sandwiches and dinner 
entrées. Our first Bubba’s 33 restaurant opened in May 2013 in Fayetteville, North Carolina. 


The operating strategy that underlies the growth of our concepts is built on the following key components: 


e =6Offering high quality, freshly prepared food. We place a great deal of emphasis on providing our guests with 
high quality, freshly prepared food. As part of our process, we have developed proprietary recipes to provide 
consistency in quality and taste throughout all restaurants. We expect a management level employee to inspect 
every entrée before it leaves the kitchen to confirm it matches the guest’s order and meets our standards for 
quality, appearance and presentation. In addition, we employ a team of product coaches whose function is to 
provide continual, hands-on training and education to our kitchen staff for the purpose of promoting consistent 
adherence to recipes, food preparation procedures, food safety standards, food appearance, freshness and 
portion size. At our Texas Roadhouse restaurants, we hand-cut all but one of our assortment of steaks and 
make our sides from scratch. 


e =6Offering performance-based manager compensation. We offer a performance-based compensation program to 
our individual restaurant managers and multi-restaurant operators, who are called "managing partners" and 
"market partners," respectively. Each of these partners earns a base salary plus a performance bonus, which 
represents a percentage of each of their respective restaurant’s pre-tax income. By providing our partners with 
a significant stake in the success of our restaurants, we believe that we are able to attract and retain talented, 
experienced and highly motivated managing and market partners. 


e Focusing on dinner. Ina high percentage of our restaurants, we limit our operating hours to dinner only during 
the weekdays with approximately one half of our restaurants offering lunch on Friday. By focusing on dinner, 
our restaurant teams have to prepare for and manage only one shift per day during the week. We believe this 
allows our restaurant teams to offer higher quality, more consistent food and service to our guests. 


e = ©Offering attractive price points. We offer our food and beverages at moderate price points that we believe are 
as low as or lower than those offered by many of our competitors in any given market. Within each menu 
category, we offer a choice of several price points with the goal of fulfilling each guest’s budget and value 
expectations. For example, at our Texas Roadhouse restaurants, our steak entrées, which include the choice of 
two side items, generally range from $10.99 for our 6-ounce Sirloin to $26.99 for our 23-ounce Porterhouse 
T-Bone. The per guest average check for the Texas Roadhouse restaurants we owned and operated in 2019 was 
$17.57. Per guest average check represents restaurant sales divided by the number of guests served. We 
consider each sale of an entrée to be a single guest served. Our per guest average check is higher as a result of 
our weekday dinner only focus. At our Bubba’s 33 restaurants, our entrées range from $9.79 for our Classic 
Cheeseburger to $19.99 for our 16-inch Meaty Meaty pizza. 


e §=Creating a fun and comfortable atmosphere with a focus on high quality service. We believe the service 
quality and atmosphere we establish in our restaurants is a key component for fostering repeat business. We 
focus on keeping our table-to-server ratios low to allow our servers to truly focus on their guests and serve their 
needs in a personal, individualized manner. Our Texas Roadhouse restaurants feature a rustic southwestern 
lodge décor accentuated with hand-painted murals, neon signs, and southwestern prints, rugs and artifacts. 
Additionally, we offer jukeboxes, which continuously play upbeat country hits. Our Bubba’s 33 restaurants 
feature walls lined with televisions playing sports events and music videos and are decorated with sports 
jerseys, neon signs and other local flair. 


Unit Prototype and Economics 


We design our restaurant prototypes to provide a relaxed atmosphere for our guests, while also focusing on 
restaurant-level returns over time. Our current prototypical Texas Roadhouse restaurants consist of a freestanding 
building with approximately 7,200 to 7,600 square feet of space constructed on sites of approximately 1.5 to 2.2 acres or 
retail pad sites, with seating of approximately 58 to 68 tables for a total of 270 to 300 guests, including 18 bar seats, and 
parking for approximately 160 vehicles either on-site or in combination with some form of off-site cross parking 
arrangement. Our current prototypes are adaptable to in-line and end-cap locations and/or spaces within an enclosed mall 
or a shopping center. Our prototypical Bubba’s 33 restaurant remains under development as we continue to open 
additional restaurants. We expect most future Bubba’s 33 restaurants to be approximately 7,500 square feet depending 
on the location with seating for approximately 270 guests. 


As of December 31, 2019, we leased 368 properties and owned 146 properties. Our 2019 average unit volume for 
all Texas Roadhouse company restaurants open before June 26, 2018 was $5.6 million. The time required for a new 
Texas Roadhouse restaurant to reach a steady level of cash flow is approximately three to six months. For 2019, the 
average capital investment, including pre-opening expenses and a capitalized rent factor, for the 19 Texas Roadhouse 
company restaurants opened during the year was $5.5 million, broken down as follows: 





Average Cost Low High 
Wand (1), sienadoice hoe acee vd eee te ea eee be aeece $ 1,295,000 $ 700,000 $ 1,760,000 
Building(2) s. 6c cece ceed bene ne eee es 2,290,000 1,710,000 3,610,000 
Furniture and Equipment .................... 1,255,000 1,100,000 1,370,000 
Pre-opening costs .......... 00. cece eens 665,000 535,000 915,000 
OUNEL(S). cates eee cited tened oleathe a in eegiatadenace ed 10,000 — 90,000 
"Potall 2525.54. 84 E LEA BP ERE EER ERS $ 5,515,000 


(1) Represents 10x’s initial base rent in the event the land is leased or the average cost for land acquisitions. 
(2) Includes site work costs. 
(3) Primarily liquor licensing costs, where applicable. This cost varies based on the licensing requirements in each state. 


Our average capital investment for the Texas Roadhouse restaurants opened in 2019, 2018 and 2017 was $5.5 
million, $5.2 million and $5.3 million, respectively. The increase in our 2019 average capital investment was primarily 
due to higher building costs. We expect our average capital investment for restaurants to be opened in 2020 to be 
approximately $5.6 million. 


Our average capital investment for the Bubba’s 33 restaurants opened in 2019, 2018 and 2017 was $6.7 million, 
$7.1 million and $6.1 million, respectively. The increase in our 2018 average capital investment for our Bubba’s 
33 restaurants was primarily due to higher costs at one urban site in New Jersey as well as higher rent and pre-opening 
costs. Excluding this site, the average capital investment would have been $6.6 million. We expect our average capital 
investment for restaurants to be opened in 2020 to be approximately $6.7 million. 


We remain focused on driving sales and managing restaurant investment costs in order to maintain our restaurant 
development in the future. Our capital investment (including cash and non-cash costs) for new restaurants varies 
significantly depending on a number of factors including, but not limited to: the square footage, layout, scope of required 
site work, type of construction labor (union or non-union), local permitting requirements, our ability to negotiate with 
landowners and/or landlords, cost of liquor and other licenses and hook-up fees and geographical location. 


Site Selection 


We continue to refine our site selection process. In analyzing each prospective site, our real estate team, as well as 
our restaurant market partners, devotes significant time and resources to the evaluation of local market demographics, 
population density, household income levels and site-specific characteristics such as visibility, accessibility, traffic 
generators, proximity of other retail activities and competitors, traffic counts and parking. We work actively with 
experienced real estate brokers in target markets to select high quality sites and to maintain and regularly update our 
database of potential sites. We typically require three to six months to locate, approve and control a restaurant site and 
typically six to 12 additional months to obtain necessary permits. Upon receipt of permits, we require approximately 
five months to construct, equip and open a restaurant. 


Existing Restaurant Locations 


As of December 31, 2019, we had 514 company restaurants and 97 franchise restaurants in 49 states and ten foreign 
countries as shown in the chart below. 


Number of Restaurants 

















Company Franchise Total 
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Food 


Menu. Our restaurants offer a wide variety of menu items at attractive prices that are designed to appeal to a broad 
range of consumer tastes. At Texas Roadhouse restaurants, our dinner entrée prices generally range from $8.99 to 
$26.99. We offer a broad assortment of specially seasoned and aged steaks, all cooked over open grills and all but one 
hand-cut daily on the premises. We also offer our guests a selection of ribs, seafood, chicken, pork chops, pulled pork 
and vegetable plates, and an assortment of hamburgers, salads and sandwiches. Entrée prices include unlimited peanuts, 
fresh baked yeast rolls and most include the choice of two made-from-scratch sides. Other menu items include specialty 
appetizers such as the "Cactus Blossom®" and "Rattlesnake Bites®". We also provide a "12 & Under" menu for children 
that includes a selection of smaller-sized entrées served with one side item and a beverage at prices generally between 
$3.99 and $8.99. At Bubba’s 33 restaurants, our menu prices, excluding appetizers, generally range from $9.79 to 
$19.99. We offer a broad assortment of wings, burgers, pizzas, salads and sandwiches. In addition, we also offer our 
guests a selection of chicken, beef and seafood entrées. Our Bubba’s 33 restaurants also offer an extensive selection of 
draft beer. We provide a "12 & Under" menu for children at our Bubba’s 33 restaurants that includes a selection of 
items, including a beverage, at prices generally between $3.99 and $5.99. 


Most of our restaurants feature a full bar that offers an extensive selection of draft and bottled beer, major brands of 
liquor and wine as well as made in-house margaritas. Managing partners are encouraged to tailor their beer selection to 
include regional and local brands. Alcoholic beverages at our Texas Roadhouse restaurants accounted for 10.6% of 
restaurant sales in fiscal 2019. 


We always strive to maintain a consistent menu at our restaurants. We continually review our menu to consider 
enhancements to existing menu items or the introduction of new items. We change our menu only after guest feedback 
and an extensive study of the operational and economic implications. To maintain our high levels of food quality and 
service, we generally remove one menu item for every new menu item introduced to facilitate our ability to execute high 
quality meals on a focused range of menu items. 


Food Quality and Safety. We are committed to serving a varied menu of high quality, great tasting food items with 
an emphasis on freshness. We have developed proprietary recipes to promote consistency in quality and taste throughout 
all restaurants and provide a unique flavor experience to our guests. At each domestic Texas Roadhouse restaurant, a 
trained meat cutter hand cuts our steaks and other restaurant employees prepare our side items and yeast rolls from 
scratch in the restaurants daily. At both Texas Roadhouse and Bubba’s 33 restaurants, we assign individual kitchen 
employees to the preparation of designated food items in order to focus on quality, consistency, speed and food safety. 
Additionally, we expect a management level employee to inspect every entrée before it leaves the kitchen to confirm it 
matches the guest’s order and meets our standards for quality, appearance and presentation. 


We employ a team of product coaches whose function is to provide continual, hands-on training and education to 
the kitchen staff in our restaurants for the purpose of reinforcing food quality, recipe consistency, food preparation 
procedures, food safety and sanitation standards, food appearance, freshness and portion size. The product coach team 
supports substantially all restaurants system-wide. 


Food safety and sanitation is of utmost importance to us. We currently utilize several programs to help facilitate 
adherence to proper food preparation procedures and food safety standards including our daily taste and temperature 
procedures. We have a food team whose function, in conjunction with our product coaches, is to develop, enforce and 
maintain programs designed to promote compliance with food safety guidelines. As a requirement of our quality 
assurance process, primary food items purchased from qualified vendors have been inspected by reputable, outside 
inspection services confirming that the vendor is compliant with United States Food and Drug Administration and 
United States Department of Agriculture guidelines. 


We perform food safety and sanitation audits on our restaurants each year and these results are reviewed by various 
members of operations and management. To maximize adherence to food safety protocols, we have incorporated 
HACCP (Hazard Analysis Critical Control Points) principles and critical procedures (such as hand washing) in each 
recipe. All restaurant managers are required to complete the American National Standards Institute (ANSI) Certified 
Food Manager training. In addition, most of our product coaches and food team members have obtained or are in the 
process of obtaining their Certified Professional-Food Safety designation from the National Environmental Health 
Association. 


Purchasing. Our purchasing philosophy is designed to supply fresh, quality products to the restaurants at 
competitive prices while maximizing operating efficiencies. We negotiate directly with suppliers for substantially all 
food and beverage products to maximize quality and freshness and obtain competitive prices. 


Food and supplies are ordered by and shipped directly to the domestic restaurants. Most food products used in the 
operation of our restaurants are distributed to individual restaurants through an independent national distribution 
company. We strive to qualify more than one supplier for all key food items and believe that beef of comparable quality 
as well as all other essential food and beverage products are available, upon short notice, from alternative qualified 
suppliers. 


Service 


Service Quality. We believe that guest satisfaction and our ability to continually evaluate and improve the guest 
experience at each of our restaurants is important to our success. We employ a team of service coaches whose function is 
to provide consistent, hands-on training and education to our managers and service staff in our restaurants for the 
purpose of reinforcing service quality and consistency, team work and staff attentiveness and manage interaction in the 
dining room. The service coach team supports substantially all restaurants system-wide. 


Guest Satisfaction. Through the use of guest surveys, our websites, "texasroadhouse.com" and "bubbas33.com," a 
toll-free guest response telephone line, emails, letters, social media, and personal interaction in the restaurant, we receive 
valuable feedback from guests. Additionally, we employ an outside service to administer a "Secret Shopper" program 
whereby trained individuals periodically dine and comprehensively evaluate the guest experience at each of our domestic 
restaurants. Particular attention is given to food, beverage and service quality, cleanliness, staff attitude and teamwork, 
and manager visibility and interaction. The resulting reports are used for follow up training and providing feedback to 
both staff and management. We continue to evaluate and implement processes relating to guest satisfaction, including 
reducing guest wait times and improving host interaction with the guest. 


Atmosphere. The atmosphere of our restaurants is intended to appeal to broad segments of the population including 
children, families, couples, adults and business persons. Substantially all Texas Roadhouse restaurants are of our 
prototype design, reflecting a rustic southwestern lodge atmosphere. The interiors feature wood walls and stained 
concrete floors and are decorated with hand-painted murals, neon signs, southwestern prints, rugs and artifacts. The 
restaurants contain jukeboxes that continuously play upbeat country hits. Guests may also view a display-baking area, 
where our fresh baked yeast rolls are prepared, and a meat cooler displaying fresh cut steaks. While waiting for a table, 
guests can enjoy complimentary roasted in-shell peanuts and upon being seated at a table, guests can enjoy fresh baked 
yeast rolls along with roasted in-shell peanuts. Our Bubba’s 33 restaurants feature walls lined with televisions playing a 
variety of sports events and music videos and are decorated with sports jerseys, neon signs and other local flair. 


People 


Management Personnel. Each of our restaurants is generally staffed with one managing partner, one kitchen 
manager, one service manager and one or more additional assistant managers. Managing partners are single restaurant 
operators who have primary responsibility for the day-to-day operations of the entire restaurant. Kitchen managers have 
primary responsibility for managing operations relating to our food preparation and food quality, and service managers 
have primary responsibility for managing our service quality and guest experiences. The assistant managers support our 
kitchen and service managers; these managers are collectively responsible for the operations of the restaurant in the 
absence of a managing partner. All managers are responsible for maintaining our standards of quality and performance. 
We use market partners to oversee the operation of our restaurants. Each market partner oversees a group of varying 
sizes of managing partners and their respective management teams. Market partners are also responsible for the hiring 
and development of each restaurant’s management team and assisting in the site selection process. Through regular 
visits to the restaurants, the market partners facilitate adherence to all aspects of our concepts, strategies and standards of 
quality. To further facilitate adherence to our standards of quality and to maximize uniform execution throughout the 
system, we employ product coaches and service coaches who regularly visit the restaurants to assist in training of both 
new and existing employees and to grade food and service quality. The attentive service and high quality food, which 
results from each restaurant having a managing partner, at least two to three managers and the hands-on assistance of a 
product coach and a service coach, are critical to our success. 


Training and Development. All restaurant employees are required to complete varying degrees of training before 
and during employment. Our comprehensive training program emphasizes our operating strategy, procedures and 
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standards, including responsible alcohol service, and is conducted individually at our restaurants or in groups in 
Louisville, Kentucky. 


Our managing and market partners are generally required to have significant experience in the full-service 
restaurant industry and are generally hired at a minimum of nine to 12 months before their placement in a new or 
existing restaurant to allow time to fully train in all aspects of restaurant operations. All managing partners, kitchen and 
service managers and other management employees are required to complete an extensive training program of up to 
20 weeks, which includes training for every position in the restaurant. Trainees are validated at pre-determined points 
during their training by a market partner, managing partner, product coach and service coach. 


A number of our restaurants have been certified as training centers by our training department. This certification 
confirms that the training center adheres to established operating procedures and guidelines. Additionally, most 
restaurants are staffed with training coordinators responsible for ongoing daily training needs. 


For new restaurant openings, a full team of designated trainers, each specializing in a specific restaurant position, is 
deployed to the restaurant at least ten days before opening. Formal employee training begins seven days before opening 
and follows a uniform, comprehensive training course as directed by a service coach. 


Marketing 


Our marketing strategy aims to promote our brands while retaining a localized focus. We strive to increase 
comparable restaurant sales by increasing the frequency of visits by our current guests and attracting new guests to our 
restaurants and also by communicating and promoting our brands’ food quality, the guest experience and value. We 
accomplish these objectives through three major initiatives. 


Local Restaurant Marketing. Given our strategy to be a neighborhood destination, local restaurant marketing is 
integral in developing brand awareness in each market. Managing partners are encouraged to participate in creative 
community-based marketing. We also engage in a variety of promotional activities, such as contributing time, money 
and complimentary meals to charitable, civic and cultural programs. We employ marketing coordinators at the restaurant 
and market level to develop and execute the majority of the local marketing strategies. 


In-restaurant Marketing. A significant portion of our marketing fund is spent communicating with our guests 
inside our restaurants through point of purchase materials. We believe special promotions such as Valentine’s Day and 
Mother’s Day drive notable repeat business. Our eight-week holiday gift card campaign is one of our most impactful 
promotions. 


Advertising. Our restaurants do not rely on national television or print advertising to promote our brands. Earned 
media on a local level is a critical part of our strategy that features our products and people. Our restaurants use a 
permission-based email loyalty program, as well as social media and digital marketing, to promote the brand and engage 
with our guests. Our approach to media aligns with our focus on local store marketing and community involvement. 


Restaurant Franchise Arrangements 


Franchise Restaurants. As of December 31, 2019, we had 26 franchisees that operated 97 Texas Roadhouse 
restaurants in 22 states and ten foreign countries. Domestically, franchise rights are granted for specific restaurants only, 
as we have not granted any rights to develop a territory in the United States. We are currently not accepting new 
domestic franchisees. Approximately 75% of our franchise restaurants are operated by ten franchisees and no franchisee 
operates more than 17 restaurants. 


Our standard domestic franchise agreement has a term of ten years with two renewal options for an additional 
five years each if certain conditions are satisfied. Our current form of domestic franchise agreement generally requires 
the franchisee to pay a royalty fee of 4.0% of gross sales. We may, at our discretion, waive or reduce the royalty fee on a 
temporary or permanent basis. "Gross sales" means the total selling price of all services and products related to the 
restaurant. Gross sales do not include: 

e employee discounts or other discounts; 


e tips or gratuities paid directly to employees by guests; 
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e any federal, state, municipal or other sales, value added or retailer’s excise taxes; or 
e adjustments for net returns on salable goods and discounts allowed to guests on sales. 


Domestic franchisees are currently required to pay 0.3% of gross sales to a national marketing fund for system-wide 
promotions and related marketing efforts. We have the ability under our agreements to increase the required marketing 
fund contribution up to 2.5% of gross sales. We may also charge a marketing fee of 0.5% of gross sales, which we may 
use for market research and to develop system-wide promotional and marketing materials. A franchisee’s total required 
marketing contribution or spending will not be more than 3.0% of gross sales. 


Our standard domestic franchise agreement gives us the right, but not the obligation, to compel a franchisee to 
transfer its assets to us in exchange for shares of our stock, or to convert its equity interests into shares of our stock. The 
amount of shares that a franchisee would receive is based on a formula that is included in the franchise agreement. 


We have entered into area development and franchise agreements for the development and operation of Texas 
Roadhouse restaurants in several foreign countries. We currently have signed franchise and/or development agreements 
in nine countries in the Middle East as well as Taiwan, the Philippines, Mexico, China and South Korea. As of 
December 31, 2019, we had 17 restaurants open in five countries in the Middle East, three restaurants open in Taiwan, 
five in the Philippines and one each in Mexico, China and South Korea for a total of 28 restaurants in ten foreign 
countries. For the existing international agreements, the franchisee is generally required to pay us a franchise fee for 
each restaurant to be opened, royalties on the gross sales of each restaurant and a development fee for our grant of 
development rights in the named countries. We anticipate that the specific business terms of any future franchise 
agreement for international restaurants might vary significantly from the standard terms of our domestic agreements and 
from the terms of existing international agreements, depending on the territory to be franchised and the extent of 
franchisor-provided services to each franchisee. 


Any of our franchise agreements, whether domestic or international, may be terminated if the franchisee defaults in 
the performance of any of its obligations under the development or franchise agreement, including its obligations to 
develop the territory or operate its restaurants in accordance with our standards and specifications. A franchise 
agreement may also be terminated if a franchisee becomes insolvent, fails to make its required payments, creates a threat 
to the public health or safety, ceases to operate the restaurant, or misuses the Texas Roadhouse trademarks. 


Franchise Compliance Assurance. We have various systems in place to promote compliance with our systems and 
standards, both during the development and operation of franchise restaurants. We actively work with our franchisees to 
ensure successful franchise operations as well as compliance with the Texas Roadhouse standards and procedures. 
During the restaurant development phase, we consent to the selection of restaurant sites and make available copies of our 
prototype building plans to franchisees. In addition, we ensure that the building design is in compliance with our 
standards. We provide training to the managing partner and up to three other managers of a franchisee’s first restaurant. 
We also provide trainers to assist in the opening of every domestic franchise restaurant and we provide trainers to assist 
our international franchisees in the opening of their restaurants until such time as they develop an approved restaurant 
opening training program. Finally, on an ongoing basis, we conduct reviews on all franchise restaurants to determine 
their level of effectiveness in executing our concept at a variety of operational levels. Our franchisees are required to 
follow the same standards and procedures regarding equipment and food purchases, preparation and safety procedures as 
we maintain in our company restaurants. Reviews are conducted by seasoned operations teams and focus on key areas 
including health, safety and execution proficiency. 


Management Services. We provide management services to 24 of the franchise restaurants in which we and/or our 
founder have an ownership interest and six additional franchise restaurants in which neither we nor our founder have an 
ownership interest. Such management services include accounting, operational supervision, human resources, training, 
and food, beverage and equipment consulting for which we receive monthly fees of up to 2.5% of gross sales. We also 
make available to these restaurants certain legal services, restaurant employees and employee benefits on a pass-through 
cost basis. 


Information Technology 


All of our company restaurants utilize computerized management information systems, which are designed to 
improve operating efficiencies, provide restaurant and Support Center management with timely access to financial and 
operating data and reduce administrative time and expense. With our current information systems, we have the ability to 
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query, report and analyze this intelligent data on a daily, weekly, period, quarterly and year-to-date basis and beyond, on 
a company-wide, regional or individual restaurant basis. Together, this enables us to closely monitor sales, food and 
beverage costs and labor and operating expenses at each of our restaurants. We have a number of systems and reports 
that provide comparative information that enables both restaurant and Support Center management to supervise the 
financial and operational performance of our restaurants and to recognize and understand trends in the business. Our 
accounting department uses a standard, integrated system to prepare monthly profit and loss statements, which provides 
a detailed analysis of sales and costs. These monthly profit and loss statements are compared both to the 
restaurant-prepared reports and to prior periods. Restaurant hardware and software support for all of our restaurants is 
provided and coordinated from the restaurant Support Center in Louisville, Kentucky. Currently, we utilize cable, digital 
subscriber lines (DSL) or T-1 technology at the restaurant level, which serves as a high-speed, secure communication 
link between the restaurants and our Support Center as well as our credit and gift card processors. We guard against 
business interruption by maintaining a disaster recovery plan, which includes storing critical business information 
off-site, maintaining a redundant data center, testing the disaster recovery plan and providing on-site power backup. 


We accept credit cards and gift cards as payment at our restaurants. We have systems and processes in place that 
focus on the protection of our guests’ credit card information and other private information that we are required to 
protect, such as our employees’ personal information. Our systems have been carefully designed and configured to 
safeguard against data loss or compromise. We submit our systems to regular audit and review, including the 
requirements of Payment Card Industry Data Security Standards. We also periodically scan our networks to assess 
vulnerability. See Risk Factors in Item 1A of this Form 10-K for a discussion of risks associated with breaches of 
security related to confidential guest and/or employee information. 


We believe that our current systems and practice of implementing regular updates will position us well to support 
current needs and future growth. Information systems projects are prioritized based on strategic, financial, regulatory and 
other business advantage criteria. 


Competition 


Competition in the restaurant industry is intense. We compete with well-established food service companies on the 
basis of taste, quality and price of the food offered, service, atmosphere, location, take-out and delivery options and 
overall dining experience. Our competitors include a large and diverse group of restaurant chains and individual 
restaurants that range from independent local operators that have opened restaurants in various markets to 
well-capitalized national restaurant companies. We also face competition from meal kit delivery services as well as the 
supermarket industry. In addition, improving product offerings of fast casual and quick-service restaurants, together with 
negative economic conditions could cause consumers to choose less expensive alternatives. Although we believe that we 
compete favorably with respect to each of the above factors, other restaurants and retail establishments compete for the 
same casual dining guests, quality site locations and restaurant-level employees as we do. We expect intense competition 
to continue in all of these areas. 


Trademarks 


Our registered trademarks and service marks include, among others, our trade names and our logo and proprietary 
rights related to certain core menu offerings. We have registered all of our significant marks for our restaurants with the 
United States Patent and Trademark Office. We have registered or have registrations pending for our most significant 
trademarks and service marks in 52 foreign jurisdictions. To better protect our brands, we have also registered various 
Internet domain names. We believe that our trademarks, service marks and other proprietary rights have significant value 
and are important to our brand-building efforts and the marketing of our restaurant concepts. 


Government Regulation 


We are subject to a variety of federal, state, local and international laws affecting our business. For a discussion of 
the risks and potential impact on our business of a failure by us to comply with applicable laws and regulations, see 
Item 1A, Risk Factors. 
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Each of our restaurants is subject to permitting and licensing requirements and regulations by a number of 
government authorities, which may include, among others, alcoholic beverage control, health and safety, sanitation, 
labor, zoning and public safety agencies in the state and/or municipality in which each restaurant is located. The 
development and operation of restaurants depends on selecting and acquiring suitable sites, which are subject to zoning, 
land use, environmental, traffic and other regulations. In addition to domestic regulations, our international business 
exposes us to additional regulations, including antitrust and tax requirements, anti-boycott legislation, import/export and 
customs regulations and other international trade regulations, the USA Patriot Act and the Foreign Corrupt Practices Act. 


We are subject to laws and regulations relating to the preparation and sale of food, including regulations regarding 
product safety, nutritional content and menu labeling. We are or may become subject to laws and regulations requiring 
disclosure of calorie, fat, trans-fat, salt and allergen content. In 2018, federal regulations went into effect under the 
Patient Protection and Affordable Care Act of 2010 ("PPACA") requiring new menu nutritional labeling requirements. 
As aresult, we include calorie information on our menus and make additional nutritional information available at our 
restaurants and on our website. Future regulatory action may occur which could result in further changes in the federal 
nutritional disclosure requirements. 


In order to serve alcoholic beverages in our restaurants, we must comply with alcoholic beverage control 
regulations which require each of our restaurants to apply to a state authority, and, in certain locations, county or 
municipal authorities, for a license or permit to sell alcoholic beverages on the premises. These licenses or permits must 
be renewed annually and may be revoked or suspended for cause at any time. Alcoholic beverage control regulations 
affect numerous aspects of restaurant operations, including minimum age of patrons and employees, hours of operation, 
advertising, training, wholesale purchasing, inventory control and handling, storage and dispensing of alcoholic 
beverages. State and local authorities in many jurisdictions routinely monitor compliance with alcoholic beverage laws. 
The failure of a restaurant to obtain or retain these licenses or permits would have a material adverse effect on the 
restaurant’s operations. We are also subject in certain states to "dram shop" statutes, which generally provide a person 
injured by an intoxicated person the right to recover damages from an establishment that wrongfully served alcoholic 
beverages to the intoxicated person. Consistent with industry standards, we carry liquor liability coverage as part of our 
existing comprehensive general liability insurance as well as excess umbrella coverage. In 2019, the sale of alcoholic 
beverages accounted for 10.6% of our Texas Roadhouse restaurant sales. 


Our restaurant operations are also subject to federal and state labor laws governing such matters as minimum and 
tipped wage requirements, overtime pay, health benefits, unemployment taxes, workers’ compensation, work eligibility 
requirements, working conditions, safety standards, and hiring and employment practices. We have many restaurants 
located in states or municipalities where the minimum and/or tipped wage is greater than the federal minimum and/or 
tipped wage. We anticipate that additional legislation increasing minimum and/or tipped wage standards will be enacted 
in future periods and in other jurisdictions. Further regulatory action may occur which could result in changes to 
healthcare eligibility, design and cost structure. 


A significant number of our hourly restaurant personnel receive tips as part of their compensation and are paid at or 
above a minimum wage rate after giving effect to applicable tips. We rely on our employees to accurately disclose the 
full amount of their tip income. We base our FICA tax reporting on the disclosures provided to us by such tipped 
employees. 


Our facilities must comply with the applicable requirements of the Americans with Disabilities Act of 1990 
("ADA") and related state accessibility statutes. Under the ADA and related state laws, we must provide equivalent 
service to disabled persons and make reasonable accommodation for their employment. In addition, when constructing 
or undertaking remodeling of our restaurants, we must make those facilities accessible. 


We are subject to laws relating to information security, privacy, cashless payments and consumer credit protection 
and fraud. An increasing number of governments and industry groups worldwide have established data privacy laws and 
standards for the protection of personal information, including social security numbers, financial information (including 
credit card numbers), and health information. 


Seasonality 


Our business is also subject to minor seasonal fluctuations. Historically, sales in most of our restaurants have been 
higher during the winter months of each year. Holidays, changes in weather, severe weather and similar conditions may 
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impact sales volumes seasonally in some operating regions. As a result, our quarterly operating results and comparable 
restaurant sales may fluctuate as a result of seasonality. Accordingly, results for any one quarter are not necessarily 
indicative of results to be expected for any other quarter or for any year and comparable restaurant sales for any 
particular future period may decrease. 


Employees 


As of December 31, 2019, we employed approximately 67,900 people. This amount includes 682 executive and 
administrative personnel and 2,526 restaurant management personnel, while the remainder were hourly restaurant 
personnel. Many of our hourly restaurant employees work part-time. None of our employees are covered by a collective 
bargaining agreement. 


Website Access to Reports 


We make our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and 
amendments to those reports, filed or furnished pursuant to section 13(a) or 15(d) of the Securities Exchange Act of 
1934, available, free of charge on or through our Internet website, www.texasroadhouse.com, as soon as reasonably 
practicable after we electronically file such material with, or furnish it to, the Securities and Exchange Commission 
("SEC"). The SEC maintains an internet site at http://www.sec.gov that contains reports, proxy and information 
statements, and other information regarding issuers that file electronically with the SEC. 


Information about our Executive Officers 


Set forth below are the name, age, position and a brief account of the business experience of each of our executive 
officers. Executive officers are appointed by our Board of Directors and serve until their successors are elected or until 
resignation or removal, in accordance with their employment agreements. There are no family relationships among any 
of our executive officers. 





Name Age Position 

We Kent Taylors tas canescens aes 64 Chairman, Chief Executive Officer, and President 
§. Chris Jacobseit..: 3.26 ccc shee sees cas 54 Chief Marketing Officer 

Tonya R. Robinson ...............000000- 51 Chief Financial Officer 

Douglas W. Thompson................--- 56 Chief Operating Officer 


W. Kent Taylor. Mr. Taylor founded Texas Roadhouse in 1993. He resumed his role as Chief Executive Officer in 
August 2011, a position he held between May 2000 and October 2004, and his role as President in June 2019. He was 
named Chairman of the Company and Board in October 2004. Before his founding of our concept, Mr. Taylor founded 
and co-owned Buckhead Bar and Grill in Louisville, Kentucky. Mr. Taylor has over 35 years of experience in the 
restaurant industry. 


S. Chris Jacobsen. Mr. Jacobsen was appointed Chief Marketing Officer in February 2016. Mr. Jacobsen joined 
Texas Roadhouse in January 2003 and has served as Vice President of Marketing since 2011. Prior to joining us, 
Mr. Jacobsen was employed by Papa John’s International and Waffle House, Inc. where he held various senior level 
marketing positions. He has over 25 years of restaurant industry experience. 


Tonya R. Robinson. Ms. Robinson was appointed Chief Financial Officer in May 2018. She joined Texas 
Roadhouse in December 1998, during which time she has held the positions of Controller, Director of Financial 
Reporting and Vice President of Finance and Investor Relations. Ms. Robinson has over 20 years of restaurant industry 
experience. 


Douglas W. Thompson. Mr. Thompson was appointed Chief Operating Officer in August 2018. He joined Texas 
Roadhouse in 2002 as a Market Partner and has served as our Vice President of Operations since 2015. Before joining 
the company, Mr. Thompson was a single and multi-unit operator with both Outback Steakhouse, Inc. and Bennigan’s 
Restaurants. Mr. Thompson has over 30 years of restaurant industry experience. 
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ITEM 1A. RISK FACTORS 


From time to time, in periodic reports and oral statements and in this Annual Report on Form 10-K, we present 
statements about future events and expectations that constitute forward-looking statements within the meaning of 
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as 
amended. Forward-looking statements are based on our beliefs, assumptions and expectations of our future financial and 
operating performance and growth plans, taking into account the information currently available to us. These statements 
are not statements of historical fact. Forward-looking statements involve risks and uncertainties that may cause our 
actual results to differ materially from the expectations of future results we express or imply in any forward-looking 
statements. 


Careful consideration should be given to the risks described below. If any of the risks and uncertainties described in 
the cautionary factors described below actually occurs, our business, financial condition and results of operations, and 
the trading price of our common stock could be materially and adversely affected. Moreover, we operate in a very 
competitive and rapidly changing environment. New factors emerge from time to time and it is not possible to predict 
the impact of all these factors on our business, financial condition or results of operations. 


Risks Related to our Growth and Operating Strategy 
If we fail to manage our growth effectively, it could harm our business. 


Failure to manage our growth effectively could harm our business. We have grown significantly since our 
inception and intend to continue growing in the future. Our objective is to grow our business and increase shareholder 
value by (1) expanding our base of company restaurants that are profitable and (2) increasing sales and profits at existing 
restaurants. While both these methods of achieving our objective are important to us, historically the most significant 
means of achieving our objective has been through opening new restaurants and operating these restaurants on a 
profitable basis. As we open and operate more restaurants, our rate of expansion relative to the size of our existing 
restaurant base will likely decline, which may make it increasingly difficult to achieve levels of sales and profitability 
growth that we have seen in the past. In addition, our existing restaurant management systems, field support systems, 
financial and management controls and information systems may not be adequate to support our planned expansion. Our 
ability to manage our growth effectively will require us to continue to enhance these systems, procedures and controls 
and to locate, hire, train and retain management and operating personnel. We also place a lot of importance on our 
culture, which we believe has been an important contributor to our success. As we grow, we may have difficulty 
maintaining our culture or adapting it sufficiently to meet the needs of our operations, or finding new employees 
(including new employees arising from a strategic initiative) to assimilate to our culture and brand standards. We cannot 
assure you that we will be able to respond on a timely basis to all of the changing demands that our planned expansion 
will impose on management and on our existing infrastructure. If we are unable to manage our growth effectively, our 
business and operating results could be materially adversely impacted. 


Our growth strategy, which primarily depends on our ability to open new restaurants that are profitable, is subject to 
many factors, some of which are beyond our control. 


We cannot assure you that we will be able to open new restaurants in accordance with our expansion plans. We 
have experienced delays in opening some of our restaurants in the past and may experience delays in the future. Delays 
or failures in opening new restaurants could materially adversely affect our growth strategy. One of our biggest 
challenges in executing our growth strategy is locating and securing an adequate supply of suitable new restaurant sites. 
Competition for suitable restaurant sites in our target markets is intense. Our ability to open new restaurants will also 
depend on numerous other factors, some of which are beyond our control, including, but not limited to, the following: 

e our ability to find sufficient suitable locations for new restaurant sites; 


e our ability to hire, train and retain qualified operating personnel, especially market partners and managing 
partners; 


e our ability to negotiate suitable purchase or lease terms; 
e the availability of construction materials and labor; 


e our ability to control construction and development costs of new restaurants; 


16 


e our ability to secure required governmental approvals and permits in a timely manner, or at all; 
e the delay or cancellation of new site development by developers and landlords; 

e our ability to secure liquor licenses; 

e general economic conditions; 


e the cost and availability of capital to fund construction costs and pre-opening expenses; and 


the impact of inclement weather, natural disasters and other calamities. 


Once opened, we anticipate that our new restaurants will generally take several months to reach planned operating 
levels due to start-up inefficiencies typically associated with new restaurants. We cannot assure you that any restaurant 
we open will be profitable or obtain operating results similar to those of our existing restaurants. Some of our new 
restaurants will be located in areas where we have little or no meaningful experience. Those new markets may have 
smaller trade areas and different competitive conditions, consumer tastes and discretionary spending patterns than our 
traditional, existing markets, which may cause our new store locations to be less successful than restaurants in our 
existing market areas. Restaurants opened in new markets may open at lower average weekly sales volume than 
restaurants opened in existing markets and may have higher restaurant-level operating expense ratios than in existing 
markets. Sales at restaurants opened in new markets may take longer to reach average unit volume, if at all, thereby 
affecting our overall profitability. Additionally, the opening of a new restaurant could negatively impact sales at one or 
more of our existing nearby restaurants, which could adversely affect our financial performance. 


Our ability to operate new restaurants profitably will depend on numerous factors, including those discussed below 
impacting our average unit volume and comparable restaurant sales growth, some of which are beyond our control, 
including, but not limited to, the following: 

e¢ competition, either from our competitors in the restaurant industry or our own restaurants; 

e¢ consumer acceptance of our restaurants in new domestic or international markets; 

e changes in consumer tastes and/or discretionary spending patterns; 


e —_ lack of market awareness of our brands; 


e the ability of the market partner and the managing partner to execute our business strategy at the new 
restaurant; 


e general economic conditions which can affect restaurant traffic, local labor costs, and prices we pay for the 
food products and other supplies we use; 


e changes in government regulation; 
e road construction and other factors limiting access to the restaurant; 


e delays by our landlord or other developers in constructing other parts of a development adjacent to our 
premises in a timely manner; and 


e the impact of inclement weather, natural disasters and other calamities. 
Our failure to successfully open new restaurants that are profitable in accordance with our growth strategy could 
harm our business and future prospects. In addition, our inability to open new restaurants and provide growth 


opportunities for our employees could result in the loss of qualified personnel which could harm our business and future 
prospects. 
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You should not rely on past changes in our average unit volume or our comparable restaurant sales growth as an 
indication of our future results of operations because they may fluctuate significantly. 


A number of factors have historically affected, and will continue to affect, our average unit volume and comparable 
restaurant sales growth, including, among other factors: 


e consumer awareness and understanding of our brands; 

e our ability to execute our business strategy effectively; 

e unusual initial sales performance by new restaurants; 

¢ competition, either from our competitors in the restaurant industry or our own restaurants; 
e the impact of inclement weather, natural disasters and other calamities; 

e consumer trends and seasonality; 


e our ability to increase menu prices without adversely impacting guest traffic counts or per person average 
check growth; 


e introduction of new menu items; 


e negative publicity regarding food safety, health concerns, quality of service, and other food or beverage related 
matters, including the integrity of our or our suppliers’ food processing; 


e general economic conditions, which can affect restaurant traffic, local labor costs and prices we pay for the 
food products and other supplies we use; and 


e effects of actual or threatened terrorist attacks. 


Our average unit volume and comparable restaurant sales growth may not increase at rates achieved in the past, 
which may affect our sales growth and will continue to be a critical factor affecting our profitability. In addition, 
changes in our average unit volume and comparable restaurant sales growth could cause the price of our common stock 
to fluctuate substantially. 


The development of new restaurant concepts may not contribute to our growth. 


The development of new restaurant concepts may not be as successful as our experience in the development of the 
Texas Roadhouse concept. In May 2013, we launched a new concept, Bubba’s 33, a family-friendly, sports restaurant, 
which currently has lower brand awareness and less operating experience than most Texas Roadhouse restaurants and a 
higher initial investment cost. As a result, the development of the Bubba’s 33 concept may not contribute to our average 
unit volume growth and/or profitability in an incremental way. As of December 31, 2019, we have expanded the 
concept to 28 restaurants and expect to open as many as seven additional locations in 2020. However, we can provide 
no assurance that new units will be accepted in the markets targeted for the expansion of this concept or that we will be 
able to achieve our targeted returns when opening new locations. In the future, we may determine not to move forward 
with any further expansion of Bubba’s 33 or other concepts. These decisions could limit our overall long-term growth. 
Additionally, expansion of Bubba’s 33 or other concepts might divert our management’s attention from other business 
concerns and could have an adverse impact on our core Texas Roadhouse business. 
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Our expansion into international markets presents increased economic, political, regulatory and other risks. 


As of December 31, 2019, our operations include 28 Texas Roadhouse franchise restaurants in ten countries outside 
the United States, and we expect to have further international expansion in the future. The entrance into international 
markets may not be as successful as our experience in the development of the Texas Roadhouse concept domestically or 
any success we have had in other international markets. In addition, operating in international markets may require 
significant resources and management attention and will subject us to economic, political and regulatory risks that are 
different from and incremental to those in the United States. In addition to the risks that we face in the United States, our 
international operations involve risks that could adversely affect our business, including: 


e the need to adapt our brands for specific cultural and language differences; 

e new and different sources of competition; 

e the ability to identify appropriate business partners; 

e difficulties and costs associated with staffing and managing foreign operations; 

e difficulties in adapting and sourcing product specifications for international restaurant locations; 


e fluctuations in currency exchange rates, which could impact revenues and expenses of our international 
operations and expose us to foreign currency exchange rate risk; 


e difficulties in complying with local laws, regulations, and customs in foreign jurisdictions; 


e unexpected changes in regulatory requirements or tariffs on goods needed to construct and/or operate our 
restaurants; 


e political or social unrest, economic instability and destabilization of a region; 

e effects of actual or threatened terrorist attacks; 

e health concerns from global pandemics; 

e compliance with U.S. laws such as the Foreign Corrupt Practices Act, and similar laws in foreign jurisdictions; 
e differences in enforceability and registration of intellectual property and contract rights; 

e adverse tax consequences; 

e profit repatriation and other restrictions on the transfer of funds; and 

e different and more stringent user protection, data protection, privacy and other laws. 


Our failure to manage any of these risks successfully could harm our future international operations and our overall 
business and results of our operations. 


We are also subject to governmental regulations throughout the world impacting the way we do business with our 
international franchisees. These include antitrust and tax requirements, anti-boycott regulations, import/export/customs, 
tariffs and other international trade regulations, the USA Patriot Act and the Foreign Corrupt Practices Act. Failure to 
comply with any such legal requirements could subject us to monetary liabilities and other sanctions, which could 
adversely impact our business and financial performance. 


Acquisition of existing restaurants from our domestic franchisees and other strategic initiatives may have 
unanticipated consequences that could harm our business and our financial condition. 


We plan to opportunistically acquire existing restaurants from our domestic franchisees over time. Additionally, 


from time to time, we evaluate potential mergers, acquisitions, joint ventures or other strategic initiatives to acquire or 
develop additional concepts and/or change the business strategy regarding an existing concept. To successfully execute 
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any acquisition or development strategy, we will need to identify suitable acquisition or development candidates, 
negotiate acceptable acquisition or development terms and possibly obtain appropriate financing. 


Any acquisition or future development that we pursue, including the on-going development of new concepts, 
whether or not successfully completed, may involve risks, including: 


e material adverse effects on our operating results, particularly in the fiscal quarters immediately following the 
acquisition or development as the restaurants are integrated into our operations; 


e risks associated with entering into new domestic or international markets or conducting operations where we 
have no or limited prior experience; 


e risks associated with successfully integrating new employees (including new employees arising from a 
strategic initiative); 


e risks inherent in accurately assessing the value, future growth potential, strengths, weaknesses, contingent and 
other liabilities and potential profitability of acquisition candidates, and our ability to achieve projected 
economic and operating synergies; and 


e the diversion of management’s attention from other business concerns. 


Future acquisitions of existing restaurants from our franchisees or other strategic partners, which may be 
accomplished through a cash purchase transaction, the issuance of shares of common stock or a combination of both, 
could have a dilutive impact on holders of our common stock, and result in the incurrence of debt and contingent 
liabilities and impairment charges related to goodwill and other tangible and intangible assets, any of which could harm 
our business and financial condition. 


Additionally, we may evaluate other means to leverage our competitive strengths, including the expansion of our 
products across other strategic initiatives or business opportunities. The expansion of our products may damage our 
reputation if products bearing our brands are not of the same quality or value that guests associate with our brands. In 
addition, we may experience dilution of the goodwill associated with our brands as it becomes more common and 
increasingly accessible. 


We are subject to all of the risks associated with leasing space subject to long-term non-cancelable leases, as well as 
risks related to renewal. 


The majority of our company-owned restaurants are located on leased premises. Payments under our operating 
leases account for a significant portion of our operating expenses. Additional sites that we lease are likely to be subject 
to similar long-term non-cancelable leases. In connection with the relocation, other operational changes, or closure of 
any restaurant, we may nonetheless be committed to perform on our obligations under the applicable lease including, 
among other things, paying the base rent for the balance of the lease term. 


In addition, as each of our leases expires, there can be no assurance we will be able to renew our expiring leases 
after the expiration of all remaining renewal options, either on commercially acceptable terms or at all. As a result, at the 
end of the lease term and expiration of all renewal periods, we may be unable to renew the lease without substantial 
additional cost, if at all. As a result, we may be required to relocate or close a restaurant, which could subject us to 
construction and other costs and risks, and may have an adverse effect on our operating performance. 


Approximately 13% of our company restaurants are located in Texas and, as a result, we are sensitive to economic 
and other trends and developments in that state. 


As of December 31, 2019, we operated a total of 69 company-owned restaurants in Texas. As a result, we are 
particularly susceptible to adverse trends and economic conditions in this state, including declines in oil prices that may 
increase levels of unemployment and cause other economic pressures that may result in lower sales and profits at our 
restaurants in oil regions of Texas and surrounding areas. In addition, given our geographic concentration in this state, 
negative publicity regarding any of our restaurants in Texas could have a material adverse effect on our business and 
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operations, as could other occurrences in Texas such as local strikes, energy shortages or extreme fluctuations in energy 
prices, droughts, earthquakes, fires or other natural disasters. 


Changes in consumer preferences and discretionary spending could adversely affect our business. 

Our success depends, in part, upon the popularity of our food products. Continued social concerns or shifts in 
consumer preferences away from our restaurants or cuisine, particularly beef, would harm our business. Also, our 
success depends to a significant extent on discretionary consumer spending, which is influenced by general economic 
conditions and the availability of discretionary income. Accordingly, we may experience declines in sales during 
economic downturns or during periods of uncertainty. Any material decline in the amount of discretionary spending 
could have a material adverse effect on our business, results of operations, financial condition or liquidity. 

Our quarterly operating results may fluctuate significantly and could fall below the expectations of securities analysts 
and investors due to a number of factors, some of which are beyond our control, resulting in a decline in our stock 
price. 

Our quarterly operating results may fluctuate significantly because of several factors, including: 


e the timing of new restaurant openings and related expenses; 


e restaurant operating costs for our newly-opened restaurants, which are often materially greater during the first 
several months of operation than thereafter; 


e labor availability and costs for hourly and management personnel including mandated changes in federal and/or 
state minimum and tipped wage rates, overtime regulations, state unemployment taxes, or health benefits; 


e profitability of our restaurants, particularly in new markets; 

e changes in interest rates; 

e the impact of litigation, including negative publicity; 

e increases and decreases in average unit volume and comparable restaurant sales growth; 

e impairment of long-lived assets, including goodwill, and any loss on restaurant relocations or closures; 


e general economic conditions which can affect restaurant traffic, local labor costs, and prices we pay for the 
food products and other supplies we use; 


e negative publicity regarding food safety and other food and beverage related matters, including the integrity of 
our, or our suppliers’ food processing; 


e negative publicity regarding health concerns and/or global pandemics; 

e negative publicity relating to the consumption of beef or other products we serve; 
e changes in consumer preferences and competitive conditions; 

e expansion to new domestic and/or international markets; 

e adverse weather conditions which impact guest traffic at our restaurants; 

e increases in infrastructure costs; 

e adoption of new, or changes in existing, accounting policies or practices; 

e changes in and/or interpretations of federal and state tax laws; 


e actual self-insurance claims varying from actuarial estimates; 
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e = fluctuations in commodity prices; 
e competitive actions; and 
e the impact of inclement weather, natural disasters and other calamities. 


Our business is also subject to minor seasonal fluctuations. Historically, sales in most of our restaurants have been 
higher during the winter months of each year. Holidays, changes in weather, severe weather and similar conditions may 
impact sales volumes seasonally in some operating regions. As a result, our quarterly operating results and comparable 
restaurant sales may fluctuate as a result of seasonality. Accordingly, results for any one quarter are not necessarily 
indicative of results to be expected for any other quarter or for any year and comparable restaurant sales for any 
particular future period may decrease. In the future, operating results may fall below the expectations of securities 
analysts and investors. In that event, the price of our common stock could decrease. 


Risks Related to the Restaurant Industry 
Changes in food and supply costs could adversely affect our results of operations. 


Our profitability depends in part on our ability to anticipate and react to changes in food and supply costs. Any 
increase in food prices, particularly proteins, could adversely affect our operating results. In addition, we are susceptible 
to increases in food costs as a result of factors beyond our control, such as food supply constrictions, weather conditions, 
food safety concerns, product recalls, global market and trade conditions, and government regulations. We cannot 
predict whether we will be able to anticipate and react to changing food costs by adjusting our purchasing practices and 
menu prices, and a failure to do so could adversely affect our operating results. Extreme and/or long term increases in 
commodity prices could adversely affect our future results, especially if we are unable, primarily due to competitive 
reasons, to increase menu prices. Additionally, if there is a time lag between the increasing commodity prices and our 
ability to increase menu prices or if we believe the commodity price increase to be short in duration and we choose not 
to pass on the cost increases, our short-term results could be negatively affected. Also, if we adjust pricing there is no 
assurance that we will realize the full benefit of any adjustment due to changes in our guests’ menu item selections and 
guest traffic. 


We currently purchase the majority of our beef from three beef suppliers under annual contracts. While we maintain 
relationships with additional suppliers, if any of these vendors were unable to fulfill its obligations under its contracts, 
we could encounter supply shortages and incur higher costs to secure adequate supplies, either of which would harm our 
business. 


Our business could be adversely affected by increased labor costs or labor shortages. 


Labor is a primary component in the cost of operating our business. We devote significant resources to recruiting 
and training our restaurant managers and hourly employees. Increased labor costs due to competition, unionization, 
increased minimum and tipped wages, changes in hour and overtime pay, state unemployment rates or employee benefits 
costs (including workers’ compensation and health insurance), company staffing initiatives, or otherwise would 
adversely impact our operating expenses. 


Increased competition for qualified employees caused by a shortage in the labor pool exerts upward pressure on 
wages paid to attract and retain such personnel, resulting in higher labor costs, together with greater recruitment and 
training expense. We could suffer from significant indirect costs, including restaurant disruptions due to management or 
hourly labor turnover and potential delays in new restaurant openings. A shortage in the labor pool could also cause our 
restaurants to be required to operate with reduced staff which could negatively impact our ability to provide adequate 
service levels to our guests resulting in adverse guest reactions and a possible reduction in guest traffic counts. 


We have many restaurants located in states or municipalities where the minimum and/or tipped wage is greater than 
the federal minimum and/or tipped wage. We anticipate that additional legislation increasing minimum and/or tipped 
wage standards will be enacted in future periods and in other jurisdictions. In addition, regulatory actions which result in 
changes to healthcare eligibility, design and cost structure could occur. Any increases in minimum or tipped wages or 
increases in employee benefits costs will result in higher labor costs. 


Our operating margin will be adversely affected to the extent that we are unable or are unwilling to offset any 
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increase in these labor costs through higher prices on our products. Our distributors and suppliers also may be affected 
by higher minimum wage and benefit standards which could result in higher costs for goods and services supplied to us. 
Our success depends on our ability to attract, motivate and retain qualified employees to keep pace with our growth 
strategy. If we are unable to do so, our results of operations may also be adversely affected. 


Our objective to increase sales and profits at existing restaurants could be adversely affected by macroeconomic 
conditions. 


During 2020 and beyond, the U.S. and global economies could suffer from a downturn in economic activity. 
Recessionary economic cycles, higher interest rates, higher fuel and other energy costs, inflation, increases in 
commodity prices, higher levels of unemployment, higher consumer debt levels, higher tax rates and other changes in 
tax laws or other economic factors that may affect consumer spending or buying habits could adversely affect the 
demand for our products. As in the past, we could experience reduced guest traffic or we may be unable or unwilling to 
increase the prices we can charge for our products to offset higher costs or fewer transactions, either of which could 
reduce our sales and profit margins. Also, landlords or other tenants in the shopping centers in which some of our 
restaurants are located may experience difficulty as a result of macroeconomic trends or cease to operate, which could in 
turn negatively affect guest traffic at our restaurants. All of these factors could have a material adverse impact on our 
business, results of operations, financial condition or liquidity. 


Our success depends on our ability to compete with many food service businesses. 


The restaurant industry is intensely competitive. We compete with many well-established food service companies 
on the basis of taste, quality and price of products offered, guest service, atmosphere, location, take-out and delivery 
options and overall guest experience. Our competitors include a large and diverse group of restaurant chains and 
individual restaurants that range from independent local operators that have opened restaurants in various markets to 
well-capitalized national restaurant companies. We also face competition from meal kit delivery services as well as the 
supermarket industry. In addition, improving product offerings of fast casual and quick-service restaurants, together with 
negative economic conditions could cause consumers to choose less expensive alternatives. As our competitors expand 
their operations, we expect competition to intensify. We also compete with other restaurant chains and other retail 
establishments for quality site locations and employees. 


The food service industry is affected by litigation and publicity concerning food quality, health and other issues, 
which can cause guests to avoid our restaurants and result in significant liabilities or litigation costs. 


Food service businesses can be adversely affected by litigation and complaints from guests, consumer groups or 
government authorities resulting from food quality, illness, injury or other health concerns or operating issues stemming 
from one restaurant or a limited number of restaurants. Adverse publicity about these allegations may negatively affect 
us, regardless of whether the allegations are true, by discouraging guests from eating at our restaurants. We could also 
incur significant liabilities if a lawsuit or claim results in a decision against us or litigation costs regardless of the result. 


Our business could be adversely affected by our inability to respond to or effectively manage social media. 


As part of our marketing strategy, we utilize social media platforms to promote our brands and attract and retain 
guests. Our strategy may not be successful, resulting in expenses incurred without improvement in guest traffic or brand 
relevance. In addition, a variety of risks are associated with the use of social media, including improper disclosure of 
proprietary information, negative comments about us, exposure of personally identifiable information, fraud, or 
dissemination of false information. The inappropriate use of social media vehicles by our guests or employees could 
increase our costs, lead to litigation or result in negative publicity that could damage our reputation and adversely affect 
our results of operations. 


Given the marked increase in the use of social media platforms along with smart phones in recent years, individuals 
have access to a broad audience of consumers and other interested persons. The availability of information on social 
media platforms is virtually immediate as is its impact. Many social media platforms immediately publish the content 
their subscribers and participants post, often without filters or checks on the accuracy of the content posted. Information 
concerning our Company may be posted on such platforms at any time. If we are unable to quickly and effectively 
respond to such reports, we may suffer declines in guest traffic. The impact may be immediate without affording us an 
opportunity for redress or correction. These factors could have a material adverse effect on our business. 
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Health and social concerns relating to the consumption of beef or other food products could affect consumer 
preferences and could negatively impact our results of operations. 


Like other restaurant chains, consumer preferences could be affected by health concerns about the consumption of 
beef, the key ingredient in many of our menu items, or negative publicity concerning food quality and food safety, 
including food-borne illnesses. In addition, consumer preferences may be impacted by current and future menu-labeling 
requirements. In 2018, federal disclosure requirements went into effect under the Patient Protection and Affordable Care 
Act of 2010 requiring new menu nutritional labeling requirements. As a result, we include calorie information on our 
menus and make additional nutritional information available at our restaurants and on our website. However, future 
regulatory action may occur which could result in further changes in the nutritional disclosure requirements. We cannot 
make any assurances regarding our ability to effectively respond to changes in consumer health perceptions and to adapt 
our menu offerings to trends in eating habits. The imposition of menu-labeling laws could have an adverse effect on our 
results of operations and financial position, as well as the restaurant industry in general. The labeling requirements and 
any negative publicity concerning any of the food products we serve may adversely affect demand for our food and 
could result in a decrease in guest traffic to our restaurants. If we react to the labeling requirements or negative publicity 
by changing our concepts or our menu offerings or their ingredients, we may lose guests who do not prefer the new 
concept or products, and we may not be able to attract sufficient new guests to produce the revenue needed to make our 
restaurants profitable. In addition, we may have different or additional competitors for our intended guests as a result of 
a change in our concept and may not be able to compete successfully against those competitors. A decrease in guest 
traffic to our restaurants as a result of these health concems or negative publicity or as a result of a change in our menu 
or concept could materially harm our business. 


Food safety and sanitation, food-borne illness and health concerns may have an adverse effect on our business by 
reducing demand and increasing costs. 


Food safety and sanitation is a top priority, and we dedicate substantial resources to help our guests enjoy safe, 
quality food products. However, food-borne illnesses and food safety issues occur in the food industry from time to time. 
Any report or publicity, whether true or not, linking us to instances of food-borne illness or other food safety issues, 
including food tampering or contamination, could adversely affect our brands and reputation as well as our revenue and 
profits. In addition, instances of food-borne illness, food tampering or food contamination occurring solely at restaurants 
of our competitors could result in negative publicity about the food service industry generally and adversely impact our 
revenue and profits. 


Furthermore, our reliance on third-party food suppliers and distributors increases the risk that food-borne illness 
incidents could be caused by factors outside of our control and that multiple locations would be affected rather than a 
single restaurant. We cannot assure that all food items are properly maintained during transport throughout the supply 
chain and that our employees will identify all products that may be spoiled and should not be used in our restaurants. If 
our guests become ill from food-borne illnesses, we could be forced to temporarily close some restaurants. Furthermore, 
any instances of food contamination, whether or not at our restaurants, could subject us or our suppliers to a food recall. 


The United States and other countries have experienced, or may experience in the future, outbreaks of viruses, such 
as Hepatitis A, Norovirus, Ebola, Avian Flu, SARS and H1N1. To the extent that a virus is food-borne, future outbreaks 
may adversely affect the price and availability of certain food products and cause our guests to eat less of a product. To 
the extent that a virus is transmitted by human-to-human contact, our employees or guests could become infected, or 
could choose, or be advised or required, to avoid gathering in public places, any one of which could adversely affect our 
business. We may also be adversely affected if jurisdictions in which we have restaurants impose mandatory closures, 
seek voluntary closures, impose restrictions on operations and/or require public notification. Even if such measures are 
not implemented and a virus or other disease does not spread significantly, the perceived risk of infection or significant 
health risk may materially adversely affect our business. 


The possibility of future misstatement exists due to inherent limitations in our control systems, which could adversely 
affect our business. 


We cannot be certain that our internal control over financial reporting and disclosure controls and procedures will 
prevent all possible error and fraud. A control system, no matter how well conceived and operated, can provide only 
reasonable, not absolute, assurance that the objectives of the control system are met. Because of inherent limitations in 
all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of error 
or fraud, if any, in our Company have been detected. These inherent limitations include the realities that judgments in 
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decision-making can be faulty and that breakdowns can occur because of simple error or mistake, which could have an 
adverse impact on our business. 


We rely heavily on information technology, and any material failure, weakness or interruption could prevent us from 
effectively operating our business. 


We rely heavily on information systems in all aspects of our operations, including point-of-sale systems, financial 
systems, marketing programs, cyber-security and various other processes and transactions. Our point-of-sale processing 
in our restaurants includes payment of obligations, collection of cash, credit and debit card transactions and other 
processes and procedures. Our ability to efficiently and effectively manage our business depends significantly on the 
reliability, security and capacity of these systems. As our business needs continue to evolve, these systems will require 
upgrading and maintenance over time, consequently requiring significant future commitments of resources and capital. 
The failure of these systems to operate effectively, maintenance problems, upgrading or transitioning to new platforms 
or a material breach in the security of these systems could result in delays in guest service and reduce efficiency in our 
operations. 


Additionally, our corporate systems and processes and corporate support for our restaurant operations are handled 
primarily at our restaurant support center. We have disaster recovery procedures and business continuity plans in place 
to address most events of a crisis nature, including tornadoes and other natural disasters, and back up off-site locations 
for recovery of electronic and other forms of data information. However, if we are unable to fully implement our 
disaster recovery plans, we may experience delays in recovery of data, inability to perform vital corporate functions, 
tardiness in required reporting and compliance, failures to adequately support field operations and other breakdowns in 
normal communication and operating procedures that could have a material adverse effect on our financial condition, 
results of operations and exposure to administrative and other legal claims. 


We outsource certain business processes to third-party vendors that subject us to risks, including disruptions in 
business and increased costs. 


Some business processes are currently outsourced to third parties. Such processes include information technology 
processes, gift card tracking, credit card authorization and processing, insurance claims processing, payroll tax filings, 
check payment processing, and other accounting processes. We also continue to evaluate our other business processes to 
determine if additional outsourcing is a viable option to accomplish our goals. We make a diligent effort to validate that 
all providers of outsourced services maintain customary internal controls, such as redundant processing facilities and 
adequate security frameworks to guard against breaches or data loss; however, there are no guarantees that failures will 
not occur. Failure of third parties to provide adequate services or internal controls over their processes could have an 
adverse effect on our results of operations, financial condition or ability to accomplish our financial and management 
reporting. 


We may incur costs and adverse revenue consequences resulting from breaches of security related to confidential 
guest and/or employee information or the fraudulent use of credit cards. 


The nature of our business involves the receipt and storage of information about our guests and employees. 
Hardware, software or other applications we develop and procure from third parties may contain defects in design or 
manufacture or other problems that could unexpectedly compromise information security. Unauthorized parties may also 
attempt to gain access to our systems and facilities through fraud, trickery or other forms of deceiving our employees or 
vendors. In addition, we accept electronic payment cards for payment in our restaurants. During 2019, approximately 
80% of our transactions were by credit or debit cards, and such card usage could increase. Other retailers have 
experienced actual or potential security breaches in which credit and debit card along with employee information may 
have been stolen. We may in the future become subject to claims for purportedly fraudulent transactions arising out of 
alleged theft of guest and/or employee information, and we may also be subject to lawsuits or other proceedings relating 
to these types of incidents. Any such claim or proceeding could cause us to incur significant unplanned expenses in 
excess of our insurance coverage, which could have a material adverse impact on our financial condition and results of 
operations. Further, adverse publicity resulting from these allegations may result in material adverse revenue 
consequences for us and our restaurants. 
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We may not be able to obtain and maintain licenses and permits necessary to operate our restaurants and compliance 
with governmental laws and regulations could adversely affect our operating results. 


The restaurant industry is subject to various federal, state and local government regulations, including those relating 
to the sale of food and alcoholic beverages. Such regulations are subject to change from time to time, sometimes without 
notice to us. The failure to obtain and maintain these licenses, permits and approvals, including liquor licenses, could 
adversely affect our operating results. Difficulties or failure to obtain the required licenses and approvals could delay or 
result in our decision to cancel the opening of new restaurants. Local authorities may revoke, suspend or deny renewal of 
our liquor licenses if they determine that our conduct violates applicable regulations. 


In addition to our having to comply with these licensing requirements, various federal and state labor laws govern 
our relationship with our employees and affect operating costs. These laws include minimum and tipped wage 
requirements, overtime pay, health benefits, unemployment taxes, workers’ compensation, work eligibility requirements 
and working conditions. A number of factors could adversely affect our operating results, including: 


e additional government-imposed increases in minimum and/or tipped wages, hour and overtime pay, paid leaves 
of absence, sick leave, and mandated health benefits; 


e increased tax reporting and tax payment requirements for employees who receive gratuities; 


e any failure of our employees to comply with laws and regulations governing work authorization or residency 
requirements resulting in disruption of our work force and adverse publicity; 


e areduction in the number of states that allow gratuities to be credited toward minimum wage requirements; and 
e increased litigation including claims under federal and/or state wage and hour laws. 


The federal Americans with Disabilities Act prohibits discrimination on the basis of disability in public 
accommodations and employment. Although our restaurants and other places of accommodation are designed to be 
accessible to the disabled, we could be required to make modifications to provide service to, or make reasonable 
accommodations, for disabled persons. 


Our failure or inability to enforce our trademarks or other proprietary rights could adversely affect our competitive 
position or the value of our brand. 


We own certain common law trademark rights and a number of federal and international trademark and service 
mark registrations, including our trade names and logos, and proprietary rights relating to certain of our core menu 
offerings. We believe that our trademarks and other proprietary rights are important to our success and our competitive 
position. Therefore, we devote appropriate resources to the protection of our trademarks and proprietary rights. 
However, the protective actions that we take may not be enough to prevent unauthorized usage or imitation by others, 
which could harm our image, brand or competitive position and, if we commence litigation to enforce our rights, cause 
us to incur significant legal fees. Our inability to register or protect our marks and other propriety rights in foreign 
jurisdictions could adversely affect our competitive position in international markets. 


We cannot assure you that third parties will not claim that our trademarks or menu offerings infringe upon their 
proprietary rights. Any such claim, whether or not it has merit, could be time-consuming, result in costly litigation, cause 
delays in introducing new menu items in the future or require us to enter into royalty or licensing agreements. As a 
result, any such claim could have a material adverse effect on our business, results of operations, financial condition or 
liquidity. 


We are subject to increasing legal complexity and could be party to litigation that could adversely affect us. 


Increasing legal complexity will continue to affect our operations and results. We could be subject to legal 
proceedings that may adversely affect our business, including class actions, administrative proceedings, government 
investigations, employment and personal injury claims, claims alleging violations of federal and state laws regarding 
consumer, workplace and employment matters, wage and hour claims, discrimination and similar matters, 
landlord/tenant disputes, disputes with current and former suppliers, claims by current and former franchisees, and 
intellectual property claims (including claims that we infringed upon another party’s trademarks, copyrights or patents). 
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Inconsistent standards imposed by governmental authorities can adversely affect our business and increase our exposure 
to litigation which could result in significant judgments, including punitive and liquidated damages, and injunctive relief. 


Occasionally, our guests file complaints or lawsuits against us alleging that we are responsible for an illness or 
injury they suffered as a result of a visit to our restaurants, or that we have problems with food quality or operations. As 
a Company, we take responsible alcohol service seriously. However, we are subject to "dram shop" statutes. These 
statutes generally allow a person injured by an intoxicated person to recover damages from an establishment that 
wrongfully served alcoholic beverages to the intoxicated person. Some litigation against restaurant chains has resulted in 
significant judgments, including punitive damages, under dram shop statutes. Because a plaintiff may seek punitive 
damages, which may not be covered by insurance, this type of action could have an adverse impact on our financial 
condition and results of operations. 


Litigation involving our relationship with franchisees and the legal distinction between our franchisees and us for 
employment law purposes, if determined adversely, could increase costs, negatively impact the business prospects of our 
franchisees and subject us to incremental liability for their actions. We are also subject to the legal and compliance risks 
associated with privacy, data collection, protection and management, in particular as it relates to information we collect 
when we provide optional technology-related services to franchisees. 


Our operating results could also be affected by the following: 
e = The relative level of our defense costs and nature and procedural status of pending proceedings; 


e The cost and other effects of settlements, judgments or consent decrees, which may require us to make 
disclosures or to take other actions that may affect perceptions of our brands and products; 


e Adverse results of pending or future litigation, including litigation challenging the composition and preparation 
of our products, or the appropriateness or accuracy of our marketing or other communication practices; and 


e The scope and terms of insurance or indemnification protections that we may have. 


Regardless of whether any claims against us are valid or whether we are liable, claims may be expensive to defend 
and may divert time, attention and money away from our operations and hurt our performance. A judgment significantly 
in excess of any applicable insurance coverage could materially adversely affect our financial condition or results of 
operations. Further, adverse publicity resulting from these claims may hurt our business. 


Our current insurance may not provide adequate levels of coverage against claims. 


We currently maintain insurance customary for businesses of our size and type. However, there are types of losses 
we may incur that cannot be insured against or that we believe are not economically reasonable to insure. Such damages 
could have a material adverse effect on our business, results of operations and/or liquidity. In addition, we self-insure a 
significant portion of expected losses under our health, workers’ compensation, general liability, employment practices 
liability and property insurance programs. Unanticipated changes in the actuarial assumptions and management 
estimates underlying our reserves for these losses could result in materially different amounts of expense under these 
programs, which could have a material adverse effect on our financial condition, results of operations and liquidity. 


Decreased cash flow from operations, or an inability to access credit could negatively affect our business initiatives or 
may result in our inability to execute our revenue, expense, and capital allocation strategies. 


Our ability to fund our operating plans and to implement our capital allocation strategies depends on sufficient cash 
flow from operations and/or other financing, including the use of funding under our amended revolving credit facility. 
We also may seek access to the debt and/or equity capital markets. There can be no assurance, however, that these 
sources of financing will be available on terms favorable to us, or at all. Our capital allocation strategies include, but are 
not limited to, new restaurant development, payment of dividends, refurbishment or relocation of existing restaurants, 
repurchases of our common stock and franchise acquisitions. If we experience decreased cash flow from operations, our 
ability to fund our operations and planned initiatives, and to take advantage of growth opportunities, may be delayed or 
negatively affected. In addition, these disruptions or a negative effect on our revenues could affect our ability to borrow 
or comply with our covenants under our amended revolving credit facility. If we are unable to raise additional capital, 
our growth could be impeded. 
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Our existing credit facility limits our ability to incur additional debt. 


The lenders’ obligation to extend credit under our amended revolving credit facility depends on our maintaining 
certain financial covenants, including a minimum consolidated fixed charge coverage ratio of 2.00 to 1.00 anda 
maximum consolidated leverage ratio of 3.00 to 1.00. If we are unable to maintain these ratios, we would be unable to 
obtain additional financing under this amended revolving credit facility. The amended revolving credit facility permits 
us to incur additional secured or unsecured indebtedness outside the revolving credit facility, except for the incurrence of 
secured indebtedness that in the aggregate is equal to or greater than $125.0 million and 20% of our consolidated 
tangible net worth or circumstances where the incurrence of secured or unsecured indebtedness would prevent us from 
complying with our financial covenants. If we are unable to borrow additional capital or have sufficient liquidity to 
either repay or refinance the then outstanding balance at the expiration of our amended revolving credit facility, or upon 
violation of the covenants, our growth could be impeded and our financial performance could be materially adversely 
affected. 


We may be required to record additional impairment charges in the future. 


In accordance with accounting guidance as it relates to the impairment of long-lived assets, we make certain 
estimates and projections with regard to Company restaurant operations, as well as our overall performance in 
connection with our impairment analyses for long-lived assets. When impairment triggers are deemed to exist for any 
Company-owned restaurant, the estimated undiscounted future cash flows for the restaurant are compared to its carrying 
value. If the carrying value exceeds the undiscounted cash flows, an impairment charge would be recorded equal to the 
difference between the carrying value and the estimated fair value. 


We also review the value of our goodwill on an annual basis and when events or changes in circumstances indicate 
that the carrying value of goodwill or other intangible assets may exceed the fair value of such assets. The estimates of 
fair value are based upon the best information available as of the date of the assessment and incorporate management 
assumptions about expected future cash flows and contemplate other valuation measurements and techniques. 


The estimates of fair value used in these analyses require the use of judgment, certain assumptions and estimates of 
future operating results. If actual results differ from our estimates or assumptions, additional impairment charges may be 
required in the future. If impairment charges are significant, our results of operations could be adversely affected. 


Failure to retain the services of our key management personnel, or to successfully execute succession planning and 
attract additional qualified personnel could harm our business. 


Our future success depends on the continued services and performance of our key management personnel. Our 
future performance will depend on our ability to motivate and retain these and other key officers and managers, 
particularly regional market partners, market partners and managing partners. Competition for these employees is 
intense. The loss of the services of members of our senior management team or other key officers or managers or the 
inability to attract additional qualified personnel as needed could materially harm our business. In addition, our business 
could suffer from the misconduct of any of our key personnel. 


Our franchisees could take actions that could harm our business. 


Both our domestic and international franchisees are contractually obligated to operate their restaurants in 
accordance with Texas Roadhouse standards. We also provide training and support to franchisees. However, most 
franchisees are independent third parties that we do not control, and these franchisees own, operate and oversee the daily 
operations of their restaurants. As a result, the ultimate success and quality of any franchise restaurant rests with the 
franchisee. If franchisees do not successfully operate restaurants in a manner consistent with our standards, the Texas 
Roadhouse image and reputation could be harmed, which in turn could adversely affect our business and operating 
results. 


Risks Related to Our Corporate Structure, Our Stock Ownership and Our Common Stock 
Provisions in our charter documents and Delaware law may delay or prevent our acquisition by a third party. 


Our certificate of incorporation and by-laws contain several provisions that may make it more difficult for a third 
party to acquire control of us without the approval of our Board of Directors. These provisions include, among other 
things, advance notice for raising business or making nominations at meetings and "blank check" preferred stock. Blank 
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check preferred stock enables our Board of Directors, without approval of the shareholders, to designate and issue 
additional series of preferred stock with such dividend, liquidation, conversion, voting or other rights, including the right 
to issue convertible securities with no limitations on conversion, as our Board of Directors may determine. The issuance 
of blank check preferred stock may adversely affect the voting and other rights of the holders of our common stock as 
our Board of Directors may designate and issue preferred stock with terms that are senior to our common stock. These 
provisions may make it more difficult or expensive for a third party to acquire a majority of our outstanding common 
stock. These provisions also may delay, prevent or deter a merger, acquisition, tender offer, proxy contest or other 
transaction that might otherwise result in our stockholders receiving a premium over the market price for their common 
stock. If we issue preferred shares in the future that have a preference over our common stock with respect to dividends 
or upon liquidation, dissolution or winding up, or if we issue preferred shares with voting rights that dilute the voting 
power of our common stock, the rights of our common stockholders or the market price of our common stock may be 
adversely affected. 


The Delaware General Corporation Law prohibits us from engaging in "business combinations" with "interested 
shareholders" (with some exceptions) unless such transaction is approved in a prescribed manner. The existence of this 
provision could have an anti-takeover effect with respect to transactions not approved in advance by the Board of 
Directors, including discouraging attempts that might result in a premium over the market price for our common stock. 


There can be no assurance that we will continue to pay dividends on our common stock or repurchase our common 
stock up to the maximum amounts permitted under our previously announced repurchase program. 


Payment of cash dividends on our common stock or repurchases of our common stock are subject to compliance 
with applicable laws and depends on, among other things, our results of operations, financial condition, level of 
indebtedness, capital requirements, business prospects and other factors that our Board of Directors may deem relevant. 
Although we have paid dividends and repurchased our common stock in the past, there can be no assurance that we will 
continue to pay dividends or repurchase our common stock in the future. 


Our business could be negatively affected as a result of actions of activist shareholders, and such activism could 
impact the trading value of our common stock. 


We value constructive input from our shareholders and the investment community. Our Board of Directors and 
management team are committed to acting in the best interests of all of our shareholders. There is no assurance that the 
actions taken by our Board of Directors and management in seeking to maintain constructive engagement with our 
shareholders will be successful. 


Responding to actions by activist shareholders can be costly and time-consuming, disrupting our operations and 
diverting the attention of management and our employees. Such activities could interfere with our ability to execute our 
strategic plan. The perceived uncertainties as to our future direction also resulting from activist strategies could also 
affect the market price and volatility of our common stock. 
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ITEM 1B—UNRESOLVED STAFF COMMENTS 
None. 
ITEM 2—PROPERTIES 


Properties 


Our Support Center is located in Louisville, Kentucky. We occupy this facility under a master lease with Paragon 
Centre Holdings, LLC, a limited liability company in which we have a minority ownership position. As of December 31, 


2019, we leased 133,023 square feet. Our lease expires October 31, 2048 including all applicable extensions. Of the 


514 company restaurants in operation as of December 31, 2019, we owned 146 locations and leased 368 locations, as 


shown in the following table. 





State Owned Leased Total 
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Additional information concerning our properties and leasing arrangements is included in note 2(g) and note 8 to 
the Consolidated Financial Statements appearing in Part II, Item 8 of this Annual Report on Form 10-K. 


ITEM 3—LEGAL PROCEEDINGS 


Occasionally, we are a defendant in litigation arising in the ordinary course of our business, including "slip and fall" 
accidents, employment related claims, claims related to our service of alcohol, and claims from guests or employees 
alleging illness, injury or food quality, health or operational concerns. None of these types of litigation, most of which 
are covered by insurance, has had a material effect on us during the periods covered by this report and, as of the date of 
this report, we are not party to any litigation that we believe could have a material adverse effect on our business. 


ITEM 4—MINE SAFETY DISCLOSURES 


Not applicable. 
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PART II 


ITEM 5—MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER 
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES 


Our common stock is traded on the Nasdaq Global Select Market under the symbol TXRH. 
The number of holders of record of our common stock as of February 19, 2020 was 189. 


On February 20, 2020, our Board of Directors authorized the payment of a cash dividend of $0.36 per share of 
common stock. This payment will be distributed on March 27, 2020, to shareholders of record at the close of business on 
March 11, 2020. In 2011, our Board of Directors declared our first quarterly dividend of $0.08 per share of common 
stock. We have consistently grown our per share dividend each year since that time and our long term strategy includes 
increasing our regular quarterly dividend amount over time. The declaration and payment of cash dividends on our 
common stock is at the discretion of our Board of Directors, and any decision to declare a dividend will be based on a 
number of factors including, but not limited to, earnings, financial condition, applicable covenants under our amended 
credit facility and other contractual restrictions, or other factors deemed relevant. 


Unregistered Sales of Equity Securities 


There were no equity securities sold by the Company during the period covered by this Annual Report on 
Form 10-K that were not registered under the Securities Act of 1933, as amended. 


Issuer Repurchases of Securities 


On May 31, 2019, our Board of Directors approved a stock repurchase program which authorized us to repurchase 
up to $250.0 million of our common stock. This stock repurchase program has no expiration date and replaced a 
previous stock repurchase program which was approved on May 22, 2014. The previous program authorized us to 
repurchase up to $100.0 million of our common stock and did not have an expiration date. All repurchases to date under 
our stock repurchase program have been made through open market transactions. The timing and the amount of any 
repurchases will be determined by management under parameters established by our Board of Directors, based on an 
evaluation of our stock price, market conditions and other corporate considerations. Since commencing our repurchase 
program in 2008, we have repurchased a total of 17,470,096 shares of common stock at a total cost of $356.4 million 
through December 31, 2019 under authorizations from our Board of Directors. 


The following table includes information regarding purchases of our common stock made by us during the 
14 weeks ended December 31, 2019 in connection with the repurchase programs described above: 


Total Number Maximum Number 





of Shares (or Approximate 
Purchased as Dollar Value) of 
Part of Publicly Shares that May 
Total Number Average Announced Yet Be Purchased 
of Shares Price Paid Plans or Under the Plans 
Period Purchased per Share Programs or Programs 
September 25 to October 22.......... 0.0 cece eee eee 96,802 $ 50.15 96,802 $ 164,410,020 
October 23 to November 19............ 0.00 cece eens 36,636 $ 53.25 36,636 $ 162,459,227 
November 20 to December 31 .............. 000 eee eee 36,749 $ 56.63 36,749 $ 160,378,001 
B00) een rae a aa 170,187 170,187 
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Stock Performance Graph 


The following graph sets forth the cumulative total return experienced by holders of the Company’s common stock 
compared to the cumulative total return of the Russell 3000 Restaurant Index and the Russell 3000 Index for the five 
year period ended December 31, 2019, the last trading day of our fiscal year. The graph assumes the values of the 
investment in our common stock and each index was $100 on December 30, 2014 and the reinvestment of all dividends 
paid during the period of the securities comprising the indices. 


Note: The stock price performance shown on the graph below does not indicate future performance. 


Comparison of Cumulative Total Return Since December 30, 2014 
Among Texas Roadhouse, Inc., the Russell 3000 Index and the Russell 3000 Restaurant Index 
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Texas Roadhouse, Inc. ..................... $100.00 $106.75 $146.71 $160.09 $168.18 $ 166.73 
Russell 5000: Ris. teatebhnince Saeataoatas $100.00 $ 99.21 $109.18 $128.38 $114.72 $ 153.08 
Russell 3000 Restaurant.................... $100.00 $118.28 $122.98 $146.30 $146.54 § 187.31 
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ITEM 6—SELECTED FINANCIAL DATA 


We derived the selected consolidated financial data as of and for the years 2019, 2018, 2017, 2016 and 2015 from 
our audited consolidated financial statements. 


The Company utilizes a 52 or 53 week accounting period that typically ends on the last Tuesday in December. The 
Company utilizes a 13 or 14 week accounting period for quarterly reporting purposes. Fiscal year 2019 was 53 weeks in 
length. Fiscal years 2018, 2017, 2016 and 2015 were 52 weeks in length. Our historical results are not necessarily 
indicative of our results for any future period. 


Fiscal Year 





(in thousands, except per share data) 
Consolidated Statements of Income: 








Revenue: 
Restaurant sales and other................ $ 2,734,177 $2,437,115 $ 2,203,017 $ 1,974,261 $ 1,791,446 
Franchise royalties and fees............... 21,986 20,334 16,514 16,453 15,922 
Ota TEVENUE 420 2:5,.4:¢.a0achecrgars 4re.atemaeanains 2,756,163 2,457,449 2,219,531 1,990,714 1,807,368 
Income from operations .................0405 212,023 187,789 186,206 171,900 144,565 
Income before taxes ........... 0c cee eee 213,915 188,551 186,117 171,756 144,247 
Provision for income taxes................-. 32,397 24,257 48,581 51,183 42,986 





Net income including noncontrolling interests... $ 181,518 $ 164,294 $ 137,536 $ 120,573 $ 101,261 
Less: Net income attributable to 
































noncontrolling interests..................045 7,066 6,069 6,010 4,975 4,367 
Net income attributable to Texas Roadhouse, 
Inc. and subsidiaries ..............00000005. $ 174,452 $ 158,225 $ 131,526 $ 115,598 $ 96,894 
Net income per common share: 
IB ASIC: yi oies eeateah sty tean eed SG ed ged Sg $ 2.47 §$ 2.21 $§$ 1.85 $ 164 $ 1.38 
Diltte ds ecsseccoesne wetness Reeieee See es $ 2.46 §$ 2.20 $ 1.84 $ 1.63 $ 1.37 
Weighted average shares outstanding: 
BASIC 25 sees ee ace aen aca tea ara ata att aaemaiagee tas 70,509 71,467 70,989 70,396 70,032 
Dilttted .i.ciGivieie bb ividivibivliiieiiees 70,916 71,964 71,527 71,052 70,747 
Cash dividends declared per share............ $ 1.20 §$ 1.00 $ 0.84 $§$ 0.76 $ 0.68 
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Consolidated Balance Sheet Data: 
Cash and cash equivalents ............. 
Total assetSiv200.28e bedehibenennisdeis 
Operating lease liabilities, net of 
current portion............. 0.00 ee eee 
Long-term debt, net of current maturities . 
Total habilities si. eeictctcneheawiaa ve 
Noncontrolling interests ............... 
Texas Roadhouse, Inc. and subsidiaries 
stockholders’ equity .................. 
Selected Operating Data (unaudited): 
Restaurants: 
Company-Texas Roadhouse ......... 
Company-Bubba’s 33 .............. 
Company-Other ................0.. 
Franchise - Domestic............... 


WOtal vasa weds ahegae sheds ade nce 
Company restaurant information: 
Store Weeks ic .cccescn insecure teed 
Comparable restaurant sales 
SOWA) eserecece searsceisce eyerecd orator eanens 
Texas Roadhouse restaurants only: 
Comparable restaurant sales 
growth(1) ............. 0. eee 
Average unit volume(2)............ 
Net cash provided by operating activities . 
Net cash used in investing activities ..... 
Net cash used in financing activities ..... 


Fiscal Year 








2019 2018 2017 2016 2015 
($ in thousands) 
$ 107,879 $ 210,125 $ 150,918 $ 112,944 $ 59,334 
1,983,565 1,469,276 1,330,623 1,179,971 1,032,706 
538,710 - - - - 
- - 50,000 50,550 25,694 
1,052,396 508,568 479,232 421,729 355,524 
15,175 15,139 12,312 8,016 7,520 
$ 915,994 $ 945,569 $ 839,079 $ 750,226 $ 669,662 
484 464 440 413 392 
28 25 20 16 7 
2 2, 2 2 2 
69 69 70 73 72 
28 22 17 13 10 
611 582 549 517 483 
26,473 24,693 23,274 21,583 20,020 
4.7% 5.4% 45% 3.5 % 7.2% 
4.6% 5.4% 45% 3.6 % 7.2% 
$ 5,555 $ 5,209 $ 4,973 $ 4,805 $ 4,664 
$ 374,298 $ 352,868 $ 286,373 $ 257,065 $ 227,941 
$ (214,820) $ (158,145) $ (178,156) $ (164,738) $ (173,203) 
$ (261,724) $ (135,516) $ (70,243) $ (38,717) $ (81,526) 


(1) Comparable restaurant sales growth reflects the change in sales over the same period of the prior year for the 
comparable restaurant base. We define the comparable restaurant base to include those restaurants open for a full 
18 months before the beginning of the later fiscal period, excluding sales from restaurants closed during the period. 


(2) Average unit volume represents the average annual restaurant sales from Texas Roadhouse company restaurants 
open for a full six months before the beginning of the period measured, excluding sales from restaurants closed 
during the period. Additionally, average unit volume of company restaurants in the table above was adjusted to 
reflect the restaurant sales of any acquired franchise restaurants. In addition, average unit volume for 2019 includes 
53 weeks compared to 52 weeks for all other periods presented. 
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ITEM 7—MANAGEMENT?’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS 
OF OPERATIONS 


The discussion and analysis below for the Company should be read in conjunction with the consolidated financial 
statements and the notes to such financial statements (pages F-1 to F-29), "Forward-looking Statements" (page 3) and 
Risk Factors set forth in Item 1A. 


Our Company 


Texas Roadhouse, Inc. is a growing restaurant company operating predominately in the casual dining segment. Our 
founder, chairman and chief executive officer, W. Kent Taylor, started the business in 1993 with the opening of the first 
Texas Roadhouse restaurant in Clarksville, Indiana. Since then, we have grown to 611 restaurants in 49 states and ten 
foreign countries. Our mission statement is "Legendary Food, Legendary Service®." Our operating strategy is designed 
to position each of our restaurants as the local hometown destination for a broad segment of consumers seeking 
high-quality, affordable meals served with friendly, attentive service. As of December 31, 2019, our 611 restaurants 
included: 


e 514"company restaurants," of which 494 were wholly-owned and 20 were majority-owned. The results of 
operations of company restaurants are included in our consolidated statements of income and comprehensive 
income. The portion of income attributable to noncontrolling interests in company restaurants that are not 
wholly-owned is reflected in the line item entitled "Net income attributable to noncontrolling interests" in our 
consolidated statements of income and comprehensive income. Of the 514 restaurants we owned and operated 
at the end of 2019, we operated 484 as Texas Roadhouse restaurants and operated 28 as Bubba’s 33 restaurants. 
In addition, we operated two restaurants outside of the casual dining segment. 


e 97"franchise restaurants," 24 of which we have a 5.0% to 10.0% ownership interest. The income derived from 
our minority interests in these franchise restaurants is reported in the line item entitled "Equity income from 
investments in unconsolidated affiliates" in our consolidated statements of income and comprehensive income. 
Additionally, we provide various management services to these 24 franchise restaurants, as well as six 
additional franchise restaurants in which we have no ownership interest. All of the franchise restaurants 
operated as Texas Roadhouse restaurants. Of the 97 franchise restaurants, 69 were domestic restaurants 
and 28 were international restaurants. 


We have contractual arrangements which grant us the right to acquire at pre-determined formulas (i) the remaining 
equity interests in 18 of the 20 majority-owned company restaurants and (ii) 66 of the 69 domestic franchise restaurants. 


Throughout this report, we use the term "restaurants" to include Texas Roadhouse and Bubba’s 33, unless otherwise 
noted. 


Presentation of Financial and Operating Data 


We operate on a fiscal year that typically ends on the last Tuesday in December. Fiscal year 2019 was 53 weeks in 
length and, as such, the fourth quarter of fiscal 2019 was 14 weeks in length. Fiscal years 2018 and 2017 were 52 weeks 
in length, while the fourth quarters for those years were 13 weeks in length. 


As further noted in note 2 to the consolidated financial statements, we adopted Accounting Standards 
Codification 842, Leases ("ASC 842"), which required an entity to recognize a right-of-use asset and a lease liability for 
virtually all leases. We adopted this standard as of the beginning of our 2019 fiscal year and used a modified 
retrospective approach. As a result, the comparative financial information has not been updated and the required 
disclosures prior to the date of adoption have not been updated and continue to be reported under the accounting 
standards in effect for those periods. The adoption of this standard had a significant impact on our consolidated balance 
sheet. There was no significant impact to our results of operations or cash flows related to the adoption of this standard. 


In addition, as further noted in note 2 to the consolidated financial statements, we adopted Accounting Standards 
Codification 606, Revenue from Contracts with Customers as of the beginning of our 2018 fiscal year. As a result of this 
adoption, certain transactions that were previously recorded as expense are now classified as revenue. These include 
breakage income and third party gift card fees from our gift card program which are included in other sales and 
previously were included in other operating expense as well as certain fees received from our franchisees which are 
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included in franchise royalties and fees and previously were a reduction of general and administrative expense. In 
addition, we reclassified certain amounts between restaurant operating costs and general and administrative 

expenses. None of the above mentioned reclassifications had an impact to income before taxes and the comparative 
financial information has not been restated for these reclassifications. The comparative impact of these reclassifications 
is further detailed below. 


Long-term Strategies to Grow Earnings Per Share 


Our long-term strategies with respect to increasing net income and earnings per share, along with creating 
shareholder value, include the following: 


Expanding Our Restaurant Base. We continue to evaluate opportunities to develop restaurants in existing markets 
and in new domestic and international markets. Domestically, we remain focused primarily on markets where we believe 
a significant demand for our restaurants exists because of population size, income levels and the presence of shopping 
and entertainment centers and a significant employment base. In recent years, we have relocated several existing 
locations once the associated lease expired or as a result of eminent domain which allows us to update them to a more 
current design and/or to obtain more favorable lease terms. We continue to evaluate these opportunities particularly as it 
relates to older locations with strong sales. Our ability to expand our restaurant base is influenced by many factors 
beyond our control and, therefore, we may not be able to achieve our anticipated growth. 


In 2019, we opened 22 company restaurants while our franchise partners opened nine restaurants. We currently 
plan to open at least 30 company restaurants in 2020 including as many as seven Bubba’s 33 restaurants. In addition, we 
anticipate our existing franchise partners will open as many as eight Texas Roadhouse restaurants, primarily 
international, in 2020. 


Our average capital investment for the 19 Texas Roadhouse restaurants opened during 2019, including pre-opening 
expenses and a capitalized rent factor, was $5.5 million. We expect our average capital investment for Texas 
Roadhouse restaurants opening in 2020 to be approximately $5.6 million. For 2019, the average capital investment, 
including pre-opening expenses and a capitalized rent factor, for the three Bubba’s 33 restaurants opened during the year 
was $6.7 million. We expect our average capital investment for Bubba’s 33 restaurants opening in 2020 to be 
approximately $6.7 million. 


We remain focused on driving sales and managing restaurant investment costs in order to maintain our restaurant 
development in the future. Our capital investment (including cash and non-cash costs) for new restaurants varies 
significantly depending on a number of factors including, but not limited to: the square footage, layout, scope of any 
required site work, type of construction labor, local permitting requirements, our ability to negotiate with landlords, cost 
of liquor and other licenses and hook-up fees and geographical location. 


We have entered into area development and franchise agreements for the development and operation of Texas 
Roadhouse restaurants in several foreign countries. We currently have signed franchise and/or development agreements 
in nine countries in the Middle East as well as Taiwan, the Philippines, Mexico, China and South Korea. As of 
December 31, 2019, we had 17 restaurants open in five countries in the Middle East, three restaurants open in Taiwan, 
five in the Philippines and one each in Mexico, China and South Korea for a total of 28 restaurants in ten foreign 
countries. For the existing international agreements, the franchisee is generally required to pay us a franchise fee for 
each restaurant to be opened, royalties on the gross sales of each restaurant and a development fee for our grant of 
development rights in the named countries. We anticipate that the specific business terms of any future franchise 
agreement for international restaurants might vary significantly from the standard terms of our domestic agreements and 
from the terms of existing international agreements, depending on the territory to be franchised and the extent of 
franchisor-provided services to each franchisee. 


Maintaining and/or Improving Restaurant Level Profitability. We continue to balance the impacts of inflationary 
pressures with our value positioning as we remain focused on our long-term success. This may create a challenge in 
terms of maintaining and/or increasing restaurant-level profitability (restaurant margin), in any given year, depending on 
the level of inflation we experience. Restaurant margin is not a U.S. generally accepted accounting principle ("GAAP") 
measure and should not be considered in isolation, or as an alternative from income from operations. See further 
discussion of restaurant margin below. In addition to restaurant margin, as a percentage of restaurant and other sales, we 
also focus on the growth of restaurant margin dollars per store week as a measure of restaurant level-profitability. In 
terms of driving higher comparable restaurant sales, we remain focused on encouraging repeat visits by our guests and 
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attracting new guests through our continued commitment to operational standards relating to food and service quality. To 
attract new guests and increase the frequency of visits of our existing guests, we also continue to drive various localized 
marketing programs, focus on speed of service and increase throughput by adding seats and parking at certain 
restaurants. In addition, we continue to focus on driving to-go sales which has significantly contributed to our recent 
sales growth. 


Leveraging Our Scalable Infrastructure. To support our growth, we have made significant investments in our 
infrastructure over the past several years, including information and accounting systems, real estate, human resources, 
legal, marketing, international and restaurant operations, including the development of new concepts. In addition, in 
Q4 2018 we increased our number of regional market partners, market partners and regional support teams. Whether we 
are able to leverage our infrastructure in future years by growing our general and administrative costs at a slower rate 
than our revenue will depend, in part, on our new restaurant openings, our comparable restaurant sales growth rate going 
forward and the level of investment we continue to make in our infrastructure. 


Returning Capital to Shareholders. We continue to pay dividends and evaluate opportunities to return capital to 
our shareholders through repurchases of common stock. In 2011, our Board of Directors declared our first quarterly 
dividend of $0.08 per share of common stock. We have consistently grown our per share dividend each year since that 
time and our long-term strategy includes increasing our regular quarterly dividend amount over time. On February 20, 
2020, our Board of Directors declared a quarterly dividend of $0.36 per share of common stock. The declaration and 
payment of cash dividends on our common stock is at the discretion of our Board of Directors, and any decision to 
declare a dividend will be based on a number of factors, including, but not limited to, earnings, financial condition, 
applicable covenants under our amended credit facility, other contractual restrictions and other factors deemed relevant. 


In 2008, our Board of Directors approved our first stock repurchase program. Since then, we have paid 
$356.4 million through our authorized stock repurchase programs to repurchase 17,470,096 shares of our common stock 
at an average price per share of $20.40. On May 31, 2019, our Board of Directors approved a stock repurchase program 
under which we may repurchase up to $250.0 million of our common stock. This stock repurchase program has no 
expiration date and replaced a previous stock repurchase program which was approved on May 22, 2014. All 
repurchases to date have been made through open market transactions. This includes repurchases of $89.6 million under 
the new repurchase program and repurchases of $50.2 million under the previous stock purchase program. As of 
December 31, 2019, $160.4 million remains authorized for stock repurchases. 


Key Operating Personnel 


Key management personnel who have a significant impact on the performance of our restaurants include market 
partners, managing partners, kitchen managers, service managers and assistant managers. Managing partners are single 
restaurant operators who have primary responsibility for the day-to-day operations of the entire restaurant. Kitchen 
managers have primary responsibility for managing operations relating to our food preparation and food quality, and 
service managers have primary responsibility for managing our service quality and guest experiences. The assistant 
managers support our kitchen and service managers; these managers are collectively responsible for the operations of the 
restaurant in the absence of a managing partner. All managers are responsible for maintaining our standards of quality 
and performance. We use market partners to oversee the operation of our restaurants. Each market partner oversees a 
group of varying sizes of managing partners and their respective management teams. Market partners are also 
responsible for the hiring and development of each restaurant’s management team and assist in the site selection process 
for new restaurants. Through regular visits to the restaurants, the market partners facilitate adherence to all aspects of 
our concepts, strategies and standards of quality. 


Managing partners and market partners are required, as a condition of employment, to sign a multi-year 
employment agreement. The annual compensation of our managing partners and market partners includes a base salary 
plus a percentage of the pre-tax income of the restaurant(s) they operate or supervise. Managing partners and market 
partners are eligible to participate in our equity incentive plan and are generally required to make refundable deposits of 
$25,000 and $50,000, respectively. Generally, the deposits are refunded after five years of service. 


Key Measures We Use To Evaluate Our Company 
Key measures we use to evaluate and assess our business include the following: 


Number of Restaurant Openings. Number of restaurant openings reflects the number of restaurants opened during a 
particular fiscal period. For company restaurant openings, we incur pre-opening costs, which are defined below, before 


38 


the restaurant opens. Typically, new Texas Roadhouse restaurants open with an initial start-up period of higher than 
normalized sales volumes, which decrease to a steady level approximately three to six months after opening. However, 
although sales volumes are generally higher, so are initial costs, resulting in restaurant margins that are generally lower 
during the start-up period of operation and increase to a steady level approximately three to six months after opening. 


Comparable Restaurant Sales Growth. Comparable restaurant sales growth reflects the change in sales for 
company restaurants over the same period of the prior year for the comparable restaurant base. We define the 
comparable restaurant base to include those restaurants open for a full 18 months before the beginning of the period 
measured excluding restaurants closed during the period. Comparable restaurant sales growth can be impacted by 
changes in guest traffic counts or by changes in the per person average check amount. Menu price changes and the mix 
of menu items sold can affect the per person average check amount. 


Average Unit Volume. Average unit volume represents the average annual restaurant and other sales for company 
restaurants open for a full six months before the beginning of the period measured excluding sales on restaurants closed 
during the period. Historically, average unit volume growth is less than comparable restaurant sales growth which 
indicates that newer restaurants are operating with sales levels lower than the company average. At times, average unit 
volume growth may be more than comparable restaurant sales growth which indicates that newer restaurants are 
operating with sales levels higher than the company average. 


Store Weeks. Store weeks represent the number of weeks that our company restaurants were open during the 
reporting period. 


Restaurant Margin. Restaurant margin (in dollars and as a percentage of restaurant and other sales) represents 
restaurant and other sales less restaurant-level operating costs, including cost of sales, labor, rent and other operating 
costs. Restaurant margin is not a measurement determined in accordance with GAAP and should not be considered in 
isolation, or as an alternative, to income from operations. This non-GAAP measure is not indicative of overall company 
performance and profitability in that this measure does not accrue directly to the benefit of shareholders due to the nature 
of the costs excluded. Restaurant margin is widely regarded as a useful metric by which to evaluate restaurant-level 
operating efficiency and performance. In calculating restaurant margin, we exclude certain non-restaurant-level costs 
that support operations, including pre-opening and general and administrative expenses, but do not have a direct impact 
on restaurant-level operational efficiency and performance. We also exclude depreciation and amortization expense, 
substantially all of which relates to restaurant-level assets, as it represents a non-cash charge for the investment in our 
restaurants. We also exclude impairment and closure expense as we believe this provides a clearer perspective of the 
Company’s ongoing operating performance and a more useful comparison to prior period results. Restaurant margin as 
presented may not be comparable to other similarly titled measures of other companies in our industry. A reconciliation 
of income from operations to restaurant margin is included in the Results of Operations section below. 


Other Key Definitions 


Restaurant and Other Sales. Restaurant sales include gross food and beverage sales, net of promotions and 
discounts, for all company restaurants. Sales taxes collected from customers and remitted to governmental authorities are 
accounted for on a net basis and therefore are excluded from restaurant sales in the consolidated statements of income 
and comprehensive income. Beginning in 2018, with the adoption of new revenue recognition accounting guidance, 
other sales include the amortization of fees associated with our third party gift card sales net of the amortization of gift 
card breakage income which had previously been recorded in restaurant other operating expense. These amounts are 
amortized over a period consistent with the historic redemption pattern of the associated gift cards. 


Franchise Royalties and Fees. Franchise royalties consist of royalties, as defined in our franchise agreement, paid 
to us by our domestic and international franchisees. Domestic and/or international franchisees also typically pay an 
initial franchise fee and/or development fee for each new restaurant or territory. The terms of the international 
agreements may vary significantly from our domestic agreements. Beginning in 2018, with the adoption of new revenue 
recognition accounting guidance, franchise royalties and fees include certain fees which had previously been recorded as 
a reduction of general and administrative expenses. These include advertising fees paid by domestic franchisees to our 
system-wide marketing and advertising fund and management fees paid by certain domestic franchisees for supervisory 
and administrative services that we perform. 


Restaurant Cost of Sales. Restaurant cost of sales consists of food and beverage costs of which half relates to beef 
costs. 
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Restaurant Labor Expenses. Restaurant labor expenses include all direct and indirect labor costs incurred in 
operations except for profit sharing incentive compensation expenses earned by our restaurant managing partners and 
market partners. These profit sharing expenses are reflected in restaurant other operating expenses. Restaurant labor 
expenses also include share-based compensation expense related to restaurant-level employees. 


Restaurant Rent Expense. Restaurant rent expense includes all rent, except pre-opening rent, associated with the 
leasing of real estate and includes base, percentage and straight-line rent expense. 


Restaurant Other Operating Expenses. Restaurant other operating expenses consist of all other restaurant-level 
operating costs, the major components of which are utilities, supplies, local store advertising, repairs and maintenance, 
equipment rent, property taxes, credit card fees, and general liability insurance. Profit sharing incentive compensation 
expenses earned by our restaurant managing partners and market partners are also included in restaurant other operating 
expenses. 


Pre-opening Expenses. Pre-opening expenses, which are charged to operations as incurred, consist of expenses 
incurred before the opening of a new or relocated restaurant and are comprised principally of opening team and training 
compensation and benefits, travel expenses, rent, food, beverage and other initial supplies and expenses. On average, 
over 70% of total pre-opening costs incurred per restaurant opening relate to the hiring and training of employees. 
Pre-opening costs vary by location depending on a number of factors, including the size and physical layout of each 
location; the number of management and hourly employees required to operate each restaurant; the availability of 
qualified restaurant staff members; the cost of travel and lodging for different geographic areas; the timing of the 
restaurant opening; and the extent of unexpected delays, if any, in obtaining final licenses and permits to open the 
restaurants. 


Depreciation and Amortization Expenses. Depreciation and amortization expenses ("D&A") include the 
depreciation of fixed assets and amortization of intangibles with definite lives, substantially all of which relates to 
restaurant-level assets. 


Impairment and Closure Costs, Net. Impairment and closure costs, net include any impairment of long-lived assets, 
including property and equipment, operating lease right-of-use assets and goodwill, and expenses associated with the 
closure of a restaurant. Closure costs also include any gains or losses associated with a relocated restaurant or the sale of 
a closed restaurant and/or assets held for sale as well as lease costs associated with closed or relocated restaurants. 


General and Administrative Expenses. General and administrative expenses ("G&A") are comprised of expenses 
associated with corporate and administrative functions that support development and restaurant operations and provide 
an infrastructure to support future growth including advertising costs incurred. G&A also includes legal fees, settlement 
charges and share-based compensation expense related to executive officers, support center employees and market 
partners and the realized and unrealized holding gains and losses related to the investments in our deferred compensation 
plan. 


Interest Income (Expense), Net. Interest income (expense), net includes earnings on cash and cash equivalents 
reduced by interest expense on our debt or financing obligations including the amortization of loan fees. 


Equity Income from Unconsolidated Affiliates. As of December 31, 2019, December 25, 2018 and December 26, 
2017, we owned a 5.0% to 10.0% equity interest in 24 franchise restaurants. Additionally, as of December 31, 2019, 
December 25, 2018 and December 26, 2017, we owned a 40% equity interest in four non-Texas Roadhouse restaurants 
as part of a joint venture agreement with a casual dining restaurant operator in China. Equity income from 
unconsolidated affiliates represents our percentage share of net income earned by these unconsolidated affiliates. 


Net Income Attributable to Noncontrolling Interests. Net income attributable to noncontrolling interests represents 
the portion of income attributable to the other owners of the majority-owned restaurants. Our consolidated subsidiaries at 
December 31, 2019 and December 25, 2018 included 20 majority-owned restaurants, all of which were open. At 
December 26, 2017, our consolidated subsidiaries included 18 majority-owned restaurants, all of which were open. 


2019 Financial Highlights 


Total revenue increased $298.7 million or 12.2% to $2.8 billion in 2019 compared to $2.5 billion in 2018. The 
increase was primarily due to an increase in average unit volume driven by comparable restaurant sales growth, the 
opening of new restaurants and the addition of the 53" week in 2019. The 53" week resulted in $59.0 million in 
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restaurant and other sales or 2.4% of the increase in 2019 compared to 2018. Store weeks and comparable restaurant 
sales increased 7.2% and 4.7%, respectively, at company restaurants in 2019. 


Restaurant margin increased $50.1 million or 11.8% to $474.2 million in 2019 from $424.2 million in 2018 while 
restaurant margin, as a percentage of restaurant and other sales, remained relatively unchanged at 17.3% in 2019 
compared to 17.4% in 2018. The decrease in restaurant margin, as a percentage of restaurant and other sales, was 
primarily due to higher labor costs as a result of higher average wage rates and prior staffing initiatives intended to 
increase sales. These decreases were partially offset by lower cost of sales due to the benefit of higher average check. 


Net income increased $16.2 million or 10.3% to $174.5 million in 2019 compared to $158.2 million in 2018 
primarily due to higher restaurant margin dollars partially offset by higher depreciation and amortization expense, 
general and administration expense, and income tax expense. Diluted earnings per share increased 11.9% to $2.46 from 
$2.20 in the prior year. In addition, diluted earnings per share were positively impacted by $0.10 to $0.11 as a result of 
the 53" week. 


Results of Operations 
Fiscal Year 
2019 2018 2017 
$ % $ % $ % 
(In thousands) 











Consolidated Statements of Income: 





Revenue: 
Restaurant and other sales.................. 2,734,177 99.2 2,437,115 99.2 2,203,017 99.3 
Franchise royalties and fees................. 21,986 0.8 20,334 0.8 16,514 0.7 
Total PEVEMUC i: ccps.credtansgacaarease snare eae ggsanen 2,756,163 100.0 2,457,449 100.0 2,219,531 100.0 


Costs and expenses: 

(As a percentage of restaurant and other sales) 
Restaurant operating costs (excluding 
depreciation and amortization shown 
separately below): 





























COSt Of SaleS 5 nc-nats sce-senased sate cascanaaseuenend 883,357 32.3 795,300 32.6 721,550 32.8 
TADOF, get ea eease acta caeeeeaned naceatnaseaie gies 905,614 33.1 793,384 32.6 687,545 31.2 
WRGMUe : ase0:2 o.2478aieast ashe easeareamaleasaraaine 52,531 1.9 48,791 2.0 44,807 2.0 
Othet operating: «. «.s.s:65:5 45424008 eameeeans 418,448 15.3 375,477 15.4 342,702 15.6 
(As a percentage of total revenue) 
id Rk 0) 6) 00101 20,156 0.7 19,051 0.8 19,274 0.9 
Depreciation and amortization .............. 115,544 4.2 101,216 4.1 93,499 4.2 
Impairment and closure, net ................ (899) NM 278 NM 654 NM 
General and administrative ................. 149,389 5.4 136,163 Be) 123,294 5.6 
Total costs and expenses.............000-00 00 2,544,140 92.3 2,269,660 92.4 2,033,325 91.6 
Income from operations .................000- 212,023 TA 187,789 7.6 186,206 8.4 
Interest income (expense), net ................. 1,514 0.1 (591) (0.0) (1,577) (0.1) 
Equity income from investments in 
unconsolidated affiliates...................... 378 0.0 1,353 0.1 1,488 0.1 
Income before taxes ............ 000: e eee eee ee 213,915 78 188,551 7.7 186,117 8.4 
Provision for income taxeS...........00.0 ee eee 32,397 1.2 24,257 1.0 48,581 2.2 
Net income including noncontrolling interests... . 181,518 6.6 164,294 6.7 137,536 6.2 
Net income attributable to noncontrolling 
TNMMSTOSUS: igen otee ace ancee naw aemueawaseees 7,066 0.3 6,069 0.2 6,010 0.3 
Net income attributable to Texas Roadhouse, 
Inc. and subsidiaries ........... 0.000. e eee eee 174,452 6.3 158,225 6.4 131,526 5.9 
NM — Not meaningful 
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Reconciliation of Income from Operations to Restaurant Margin 






































Fiscal Year Ended 
2019 2018 2017 
(In thousands, except per store week) 
Income from operations ...........00 0c cece eee eee $ 212,023 $ 187,789 §$ 186,206 
Less: 
Franchise royalties and fees ...............00..005 21,986 20,334 16,514 
Add: 
Pré-OpeNiN? 2 incce codeeereenreencrecenneernees 20,156 19,051 19,274 
Depreciation and amortization.................... 115,544 101,216 93,499 
Impairment and closure, net................00 000s (899) 278 654 
General and administrative....................00. 149,389 136,163 123,294 
Restaurant margin... 6... eee eee eee $ 474,227 §$ 424,163 §$ 406,413 
Restaurant margin $/store week...............0000. $ 17,914 §$ 17,177 $ 17,462 
Restaurant margin (as a percentage of restaurant 
ONG OIMeCP SAIS) ni icicinicearo divin echo eo ore Seo 17.3% 17.4% 18.4% 
Restaurant Unit Activity 
Texas 
Total Roadhouse Bubba's 33 Other 
Balance at December 25, 2018.......0 0.0.00. ccc cece eee 582 555 25 2 
Compaily OpeniINS ..2. 6-012 reece aceacia: nase aia asearg ata aashaeatnal es 22 19 3 — 
Franchise openings - Domestic ........... 0.00 e cence 1 1 — — 
Franchise openings - International............ 0.00 cece eee eee 8 8 = — 
Franchise closings - International ..................00 eee ee eee (2) (2) — a 
Balance at December 31, 2019... 0.0... 0. ccc cece eee 611 581 28 2 
December 31,2019 December 25,2018 December 26, 2017 
Company - Texas Roadhouse............. 000: cece ee eee 484 464 440 
Company - Bubba's 33 «0.0... eee ees 28 25 20 
Company Ours scc-es-2area-naca tee aen ace qe achape aie peace asnate ging 2 2 2 
Franchise - Texas Roadhouse - U.S. ... 0.0... cece eee 69 69 70 
Franchise - Texas Roadhouse - International ................. 28 22 17 
MeO tall eocd.ciedirtecscdngcieaivaacaratar near air avatar aytraterdiax avaraneraearaner Qruraseranaturener 2 611 582 549 
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Restaurant and Other Sales 


Restaurant and other sales increased 12.2% in 2019 compared to 2018 and increased 10.6% in 2018 compared to 
2017. The following table summarizes certain key drivers and/or attributes of restaurant sales at company restaurants for 
the periods presented. Company restaurant count activity is shown in the restaurant unit activity table above. 











2019 2018 2017 
Company Restaurants: 
Increase i Store: WeekS a2. Leted ein eiG deine big ieieheiade ial eied 7.2% 6.1 % 7.8% 
Increase in average unit volume .......... 00... eect eee ees 41% 4.8% 3.5 % 
Other) 2 secc eGeh ead lepene innit hee eh capi eek eine ian eles 1.0 % (0.1)% 0.3% 
Total mereasé in restaurant sales oo 25522.000202eewreeneseneeeneneeewes 12.3 % 10.8 % 11.6% 
OEE SALES (2) aaa e aaa anes ope aenarenste a careaeedee ay aaiet nate teaaeeetgaes weareacedte ees (0.1)% (0.2)% —% 
Total increase in restaurant and other sales... 00... 0... eee eee ee 12.2% 10.6 % 11.6 % 
SLOP WECK S255 sya srctrn sane a -nuancineias aaonaieaaataareataiaataciaeiearsaraereannarac 26,473 24,693 23,274 
Comparable restaurant sales growth ........ 0... cece cece eee eee eee 4.7% 5.4% 4.5% 
Texas Roadhouse restaurants only: 
Comparable restaurant sales growth... 0.0.0.6... cece eee eee 4.6% 5.4% 4.5% 
Average unit volume (in thousands)........0.0.0.0..0.000 00000 eee eee $ 5,555 $ 5,209 § 4,973 
Average unit volume (in thousands), 2018 and 2017 adjusted (3)........ $ 5,555 $ 5,338  $ 5,086 
Weekly sales by group: 
Comparable restaurants (448, 408 and 380 units, respectively)......... 102,824 100,810 96,572 
Average unit volume restaurants (21, 21 and 27 units, respectively)(4) . . 94,379 88,493 82,526 
Restaurants less than six months old (15, 35 and 33 units, respectively ). 106,328 97,268 92,208 
(1) Includes the impact of the year-over-year change in sales volume of all non-Texas Roadhouse restaurants, along 
with Texas Roadhouse restaurants open less than six months before the beginning of the period measured, and, if 
applicable, the impact of restaurants closed or acquired during the period. 
(2) Other sales, for 2019, represent $19.8 million related to the amortization of third party gift card fees net of $10.7 


million related to the amortization of gift card breakage income. For 2018, other sales represent $14.2 million 
related to the amortization of third party gift card fees net of $9.0 million related to the amortization of gift card 
breakage income. 

(3) As 2019 contains 53 weeks, for comparative purposes, 2018 and 2017 average unit volumes were adjusted to a 
53-week basis. 

(4) Average unit volume restaurants include restaurants open a full six to 18 months before the beginning of the period 
measured. 


The increases in restaurant sales for all periods presented were primarily attributable to an increase in average unit 
volume driven by comparable restaurant sales growth combined with the opening of new restaurants. In addition, the 
increase in store weeks in 2019 includes the impact of the 53"! week. Comparable restaurant sales growth for all periods 
presented was due to an increase in our guest traffic counts and an increase in our per person average check as shown in 
the table below. 














2019 2018 2017 
MGUESE tratite COUMIS 8 fib ana cntaantnaanauenneeneanneinneageeananeannuntes 1.8% 3.9 % 3.6 % 
Per person average check ...... 0... ene eens 2.9% 1.5% 0.9 % 
Comparable restaurant sales growth ....... 0... ccc eens 4.7% 5.4 % 4.5% 








Year-over-year sales for newer restaurants included in our average unit volume, but excluded from our comparable 
restaurant sales, partially offset the impact of positive comparable restaurant sales growth for all periods presented. 


The increase in our per person average check for the periods presented was primarily driven by menu price 
increases shown below, which were taken as a result of inflationary pressures, primarily labor and/or commodities. 
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Menu Price 





Increases 
OF2019 6. nec e heb oh hed PhS Ded PRD Dhob See Oho SES She REESE 1.9% 
Q2 2019 on bse gehen edhe bene Se ea R oe nee Seen eae eee eee eke bes 1.5% 
AZO TB apse acer see seer eee gear aoe Sear yt aesne ee se'ar ey anar sete Sear meee gar ate gad eee gsr Sedo aPeeeeaner des 1.7% 
OD 20 Ti et aecee eee wee spe Sear Sete rae Svar gitar oe a b's aria Se ee aap tra: Seay Sete gees ret Soar Soe ge Sar oar See 0.8% 
OE LOTT see arte See Sy ca er ye Spree oe ete ee eee bee ee 0.3% 
ZL VS th arse cee Sys re Spt ete pee ee Se be ie 0.5% 
AZO WO seek 2s Seether ee Se epee ee 1.0% 


In all periods presented, average guest check may not have changed in line with the menu price increases 
implemented as guests shifted to other menu price items and/or purchased more or less beverages. We may take 
additional pricing in 2020 if needed. 


In 2020, we plan to open at least 30 company restaurants, including as many as seven Bubba’s 33 restaurants. We 
have either begun construction or have sites under contract for purchase or lease for the majority of our expected 2020 
openings. 


Franchise Royalties and Fees 


Franchise royalties and fees increased $1.7 million or 8.1% in 2019 compared to 2018 and increased $3.8 million or 
23.1% in 2018 compared to 2017. The increases in both 2019 and 2018 were attributable to an increase in average unit 
volume at domestic restaurants, driven by comparable restaurant sales growth of 3.8%, and the opening of new 
restaurants. The increase in 2019 was also impacted by the addition of the 53"! week. The increases were partially offset 
by a decrease in average unit volume at international restaurants, driven by a decrease in comparable restaurant sales at 
those locations. Also included in the increase in 2018 were reclassifications of $2.6 million in conjunction with the 
implementation of new revenue recognition accounting guidance as previously described. 


We anticipate our existing franchise partners will open as many as eight Texas Roadhouse restaurants, primarily 
international, in 2020. 


Restaurant Cost of Sales 


Restaurant cost of sales, as a percentage of restaurant and other sales, decreased to 32.3% in 2019 from 32.6% in 
2018 and from 32.8% in 2017. These decreases were primarily due to the benefit of menu pricing actions partially offset 
by commodity inflation of 1.9% and 1.4% in 2019 and 2018, respectively. The decrease in 2018 was also due to the 
reclassification of $5.4 million in conjunction with the implementation of new revenue recognition accounting guidance 
as previously described. 


For 2020, we currently expect commodity cost inflation of 1.0% to 2.0% with fixed price contracts for just over 
50% of our overall food costs and the remainder subject to fluctuating market prices. 


Restaurant Labor Expenses 


Restaurant labor expense, as a percentage of restaurant and other sales, increased to 33.1% in 2019 compared to 
32.6% in 2018. This increase was primarily attributed to higher average wage rates and prior staffing initiatives 
intended to increase sales partially offset by the benefit from an increase in average unit volume. 


Restaurant labor expense, as a percentage of restaurant and other sales, increased to 32.6% in 2018 compared to 
31.2% in 2017. The increase was primarily attributed to higher average wage rates and staffing initiatives to increase 
sales along with higher costs associated with health insurance and workers’ compensation expense partially offset by the 
benefit from an increase in average unit volume. 


In 2020, we anticipate our labor costs will be pressured by mid-single digit inflation due to ongoing labor market 


pressures and increases in state-mandated wage rates. These increases may or may not be offset by additional menu 
price adjustments. 
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Restaurant Rent Expense 


Restaurant rent expense, as a percentage of restaurant and other sales, remained relatively unchanged at 1.9% in 
2019 compared to 2.0% in both 2018 and 2017. The decrease in 2019 was primarily due to the benefit of the 53" week 
and an increase in average unit volume partially offset by higher rent expense, as a percentage of restaurant and other 
sales, at our newer restaurants. Rent expense was unchanged in 2018 compared to 2017 due to higher rent expense, as a 
percentage of restaurant and other sales, at our newer restaurants offset by the benefit from an increase in average unit 
volume. 


Restaurant Other Operating Expenses 


Restaurant other operating expense, as a percentage of restaurant and other sales, decreased to 15.3% in 2019 from 
15.4% in 2018. The decrease was primarily attributed to lower utilities expense and lower marketing and advertising 
expense along with the benefit from an increase in average unit volume. These decreases were partially offset by higher 
general liability insurance expense and repairs and maintenance expense. 


Restaurant other operating expense, as a percentage of restaurant and other sales, decreased to 15.4% in 2018 from 
15.6% in 2017. The decrease was primarily attributed to reclassifications of $4.7 million in 2018 made in conjunction 
with the implementation of the new revenue recognition accounting guidance along with lower incentive compensation 
expense and the benefit from an increase in average unit volume. The decrease was partially offset by higher credit card 
fees. 


Restaurant Pre-opening Expenses 


Pre-opening expenses increased to $20.2 million in 2019 from $19.1 million in 2018 and from $19.3 million in 
2017. These changes are primarily due to the number of restaurant openings in a given year and the timing of restaurant 
openings. Pre-opening costs will fluctuate from period to period based on the specific pre-opening costs incurred for 
each restaurant, the number and timing of restaurant openings and the number and timing of restaurant managers hired. 


Depreciation and Amortization Expenses ("D&A") 


D&A, as a percentage of revenue, increased to 4.2% in 2019 compared to 4.1% in 2018. The increase in D&A was 
primarily due to higher depreciation at new stores from company restaurants and accelerated depreciation on relocated 
restaurants. These increases were partially offset by an increase in average unit volume. 


D&A, as a percentage of revenue, decreased to 4.1% in 2018 compared to 4.2% in 2017. The decrease in D&A 
was primarily due to the benefit from an increase in average unit volume partially offset by increased investment in 
short-lived assets, such as equipment at existing restaurants, and higher depreciation at new restaurants. 


Impairment and Closure Costs, Net 


Impairment and closure costs, net were ($0.9) million, $0.3 million and $0.7 million in 2019, 2018 and 2017, 
respectively. Impairment and closure income in 2019 included a gain of $2.6 million related to the forced relocation of 
one restaurant. This included a gain of $1.2 million related to the leasehold improvements and a gain of $1.4 million to 
settle a favorable operating lease. Also, in 2019, we recorded a charge of $1.1 million related to the impairment of the 
right-of-use asset at an underperforming restaurant. The remaining costs of $0.6 million related to closure costs 
primarily related to the relocation of Texas Roadhouse restaurants. For 2018 and 2017, the amounts recorded were 
closure costs primarily related to the relocation of Texas Roadhouse restaurants. See note 16 in the Consolidated 
Financial Statements for further discussion regarding closures and impairments recorded in 2019, 2018 and 2017. 
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General and Administrative Expenses ("G&A") 


G&A, as a percentage of total revenue, decreased to 5.4% in 2019 compared to 5.5% in 2018. The decrease was 
primarily due to the benefit of the 53" week, lower claims administration costs related to a previously disclosed legal 
settlement and an increase in average unit volume. These decreases were partially offset by increased costs from the 
expansion of our regional operations support structure and increased marketing expenses due to decreased contributions 
from company restaurants. 


G&A, as a percentage of total revenue, decreased to 5.5% in 2018 compared to 5.6% in 2017. The decrease was 
primarily due to a pre-tax charge of $14.9 million ($9.2 million after-tax), or $0.13 per diluted share, related to the 
settlement of a legal matter in 2017 and the benefit of an increase in average unit volume. This decrease was offset by 
higher incentive compensation costs, higher managing partner conference costs, and reclassifications of $7.4 million 
made in conjunction with the implementation of the new revenue recognition accounting guidance as previously 
described. 


We are currently subject to various claims and contingencies that arise from time to time in the ordinary course of 
business, including those related to litigation, business transactions, employee-related matters and taxes, among others. 
See note 13 to the Consolidated Financial Statements for further discussion of these matters. 


Interest Income (Expense), Net 


Interest income was $1.5 million in 2019 compared to interest expense of $0.6 million in 2018. Net interest 
expense decreased to $0.6 million in 2018 compared to $1.6 million in 2017. These changes were primarily driven by 
earnings on our cash and cash equivalents as well as paying off our outstanding credit facility of $50.0 million in 
April 2018. 


Income Taxes 


Our effective tax rate increased to 15.1% in 2019 compared to 12.9% in 2018 primarily due to lower excess tax 
benefits related to our share-based compensation program partially offset by lower non-deductible officers’ 
compensation. In addition, the prior year tax rate benefitted from an adjustment related to tax reform that we recorded in 
conjunction with the filing of our 2017 tax return. See note 9 to the Consolidated Financial Statements for a 
reconciliation of the statutory federal income tax rate to our effective tax rate. For 2020, we expect the effective tax rate 
to be 14.0% to 15.0%. 


Our effective tax rate decreased to 12.9% in 2018 compared to 26.1% in 2017 primarily due to new tax legislation 
that was enacted in late 2017. As a result of the new tax legislation, significant tax changes were enacted including the 
reduction of the federal corporate tax rate from 35.0% to 21.0%. These changes were generally effective at the 
beginning of our 2018 fiscal year. 


Liquidity and Capital Resources 


The following table presents a summary of our net cash provided by (used in) operating, investing and financing 
activities (in thousands): 


Fiscal Year 








2019 2018 2017 
Net cash provided by operating activities............ $ 374,298 $ 352,868 $ 286,373 
Net cash used in investing activities ................ (214,820) (158,145) (178,156) 
Net cash used in financing activities................ (261,724) — (135,516) (70,243) 





Net (decrease) increase in cash and cash equivalents... $ (102,246) $ 59,207 $ 37,974 





Net cash provided by operating activities was $374.3 million in 2019 compared to $352.9 million in 2018. The 
increase was primarily due to an increase in net income and depreciation and amortization expense. The increase in net 
income was primarily driven by increased restaurant margin dollars. This was partially offset by a decrease in working 
capital along with a decrease in deferred income taxes. The decrease in working capital was primarily due to a decrease 
in deferred revenue related to gift cards partially offset by a decrease in prepaid income taxes. 
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Net cash provided by operating activities was $352.9 million in 2018 compared to $286.4 million in 2017. The 
increase was primarily due to an increase in net income and non-cash items such as deferred income taxes, depreciation 
and amortization expense and share-based compensation expense along with an increase in working capital. The increase 
in net income was primarily driven by a decrease in income tax expense due to new tax legislation that was enacted in 
late 2017. The increase in working capital was primarily due to an increase in deferred revenue related to gift cards and 
an increase in accounts payable partially offset by an increase in prepaid income taxes. 


Our operations have not required significant working capital and, like many restaurant companies, we can operate 
with negative working capital. Sales are primarily for cash, and restaurant operations do not require significant 
inventories or receivables. In addition, we receive trade credit for the purchase of food, beverages and supplies, thereby 
reducing the need for incremental working capital to support growth. 


Net cash used in investing activities was $214.8 million in 2019 compared to $158.1 million in 2018 and $178.2 
million in 2017. The increase in 2019 was primarily due to an increase in capital expenditures from the relocation of 
existing restaurants, the remodeling of our support center office and the continued opening of new restaurants. 


We require capital principally for the development of new company restaurants, the refurbishment or relocation of 
existing restaurants and the acquisition of franchise restaurants, if any. We either lease our restaurant site locations under 
operating leases for periods of five to 30 years (including renewal periods) or purchase the land when appropriate. As of 
December 31, 2019, 146 of the 514 company restaurants have been developed on land which we own. 


The following table presents a summary of capital expenditures (in thousands): 





2019 2018 2017 
New company restaurants.......... 0.0. c cece cece eee eee eeee $ 99,957 §$ 83,633 $ 104,819 
Refurbishment of existing restaurants ............0. 000 cece eee 63,548 58,125 49,344 
Relocation of existing restaurants ......... 0... 0c cece eee eee 25,131 6,100 4,807 
Capital expenditures related to Support Center office ............... 25,704 8,122 2,658 
Total. capitalexpenditures :.c..664 cee clon eevee ea tA saan ed: $ 214,340 $ 155,980 $ 161,628 





Our future capital requirements will primarily depend on the number of new restaurants we open, the timing of 
those openings and the restaurant prototypes developed in a given fiscal year. These requirements will include costs 
directly related to opening new restaurants and relocating existing restaurants and may also include costs necessary to 
ensure that our infrastructure is able to support a larger restaurant base. In 2020, we expect our capital expenditures to be 
$210.0 million to $220.0 million, the majority of which will relate to planned restaurant openings, including at 
least 30 company restaurant openings in 2020, the refurbishment of existing restaurants and the relocation of existing 
company restaurants. This amount excludes any cash used for franchise acquisitions. We intend to satisfy our capital 
requirements over the next 12 months with cash on hand, net cash provided by operating activities and, if needed, funds 
available under our amended credit facility. For 2020, we anticipate net cash provided by operating activities will exceed 
capital expenditures, which we currently plan to use to pay dividends, as approved by our Board of Directors and/or 
repurchase common stock. 


Net cash used in financing activities was $261.7 million in 2019 compared to $135.5 million in 2018. The increase 
is primarily due to share repurchases of $139.8 million in 2019 as well as higher dividend payments in 2019. Asa result 
of the 53" week, 2019 had five dividend payments versus four payments in 2018. These increases were partially offset 
by the repayment of our revolving credit facility in Q2 2018. 


Net cash used in financing activities was $135.5 million in 2018 compared to $70.2 million in 2017. The increase 
is primarily due to the $50.0 million repayment of our revolving credit facility in Q2 2018 along with an increase in 
dividends paid. 


On May 31, 2019, our Board of Directors approved a stock repurchase program under which we may repurchase up 
to $250.0 million of our common stock. This stock repurchase program has no expiration date and replaced a previous 
stock repurchase program which was approved on May 22, 2014. All repurchases to date under our stock repurchase 
programs have been made through open market transactions. The timing and the amount of any repurchases are 
determined by management under parameters established by our Board of Directors, based on an evaluation of our stock 
price, market conditions and other corporate considerations. During 2019, we repurchased 2,625,245 shares for $139.8 
million and had $160.4 million remaining under our authorized stock repurchase program as of December 31, 2019. 
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We paid cash dividends of $102.4 million in 2019 including the payment of a regular quarterly dividend authorized 
by our Board of Directors on December 5, 2019, of $0.30 per share of common stock to shareholders of record at the 
close of business on December 11, 2019. This payment was distributed on December 27, 2019. On February 20, 2020, 
our Board of Directors authorized the payment of a quarterly cash dividend of $0.36 per share of common stock. This 
payment will be distributed on March 27, 2020 to shareholders of record at the close of business on March 11, 2020. The 
increase in the dividend per share amount reflects the increase in our regular annual dividend rate from $1.20 per share 
in 2019 to $1.44 per share in 2020. The declaration and payment of cash dividends on our common stock is at the 
discretion of our Board of Directors, and any decision to declare a dividend will be based on a number of factors, 
including, but not limited to, earnings, financial condition, applicable covenants under our amended credit facility and 
other contractual restrictions, or other factors deemed relevant. 


We paid distributions of $6.4 million to equity holders of all of our 20 majority-owned company restaurants in 
2019. In 2018, we paid distributions of $5.7 million to equity holders of 19 of our 20 majority-owned company 
restaurants. 


On August 7, 2017, we entered into the Amended and Restated Credit Agreement (the "Amended Credit 
Agreement") with respect to our revolving credit facility with a syndicate of commercial lenders led by JP Morgan 
Chase Bank, N.A., PNC Bank, N.A., and Wells Fargo Bank, N.A. The amended revolving credit facility remains an 
unsecured, revolving credit agreement under which we may borrow up to $200.0 million with the option to increase the 
amended revolving credit facility by an additional $200.0 million subject to certain limitations. The Amended Credit 
Agreement extends the maturity date of our revolving credit facility until August 5, 2022. 


The terms of the Amended Credit Agreement require us to pay interest on outstanding borrowings at the London 
Interbank Offered Rate ("LIBOR") plus a margin of 0.875% to 1.875% and to pay a commitment fee of 0.125% to 
0.30% per year on any unused portion of the amended revolving credit facility, depending on our consolidated net 
leverage ratio, or the Alternate Base Rate, which is the highest of the issuing banks’ prime lending rate, the Federal 
Reserve Bank of New York rate plus 0.50% or the Adjusted Eurodollar Rate for a one month interest period on such day 
plus 1.0%. The weighted-average interest rate for the amended revolving credit facility at December 31, 2019 and 
December 25, 2018 was 2.64% and 3.81%, respectively. At December 31, 2019, we had $191.8 million of availability, 
net of $8.2 million of outstanding letters of credit. 


The lenders’ obligation to extend credit pursuant to the Amended Credit Agreement depends on us maintaining 
certain financial covenants, including a minimum consolidated fixed charge coverage ratio of 2.00 to 1.00 anda 
maximum consolidated leverage ratio of 3.00 to 1.00. The Amended Credit Agreement permits us to incur additional 
secured or unsecured indebtedness outside the amended revolving credit facility, except for the incurrence of secured 
indebtedness that in the aggregate is equal to or greater than $125.0 million and 20% of our consolidated tangible net 
worth. We were in compliance with all financial covenants as of December 31, 2019. 


Contractual Obligations 


The following table summarizes the amount of payments due under specified contractual obligations as of 
December 31, 2019 (in thousands): 











Payments Due by Period 
Less than More than 
Total 1 year 1-3 Years 3-5 Years 5 years 
Obligation under finance lease................ $ 2,111 $ — §$ — $ — $ 2,111 
Interest on finance lease ............... 00000. 4,938 278 561 569 3,530 
Operating lease obligations................... 990,321 52,450 107,622 108,630 721,619 
Capital obligations.................000. eee ee 163,546 163,546 — ~ — 
Total contractual obligations(1)............... $ 1,160,916 $ 216,274 $ 108,183 $ 109,199 $ 727,260 








(1) Excluded from this amount are certain immaterial items including unrecognized tax benefits under Accounting 
Standards Codification ("ASC") 740 as they are immaterial. 


We have no material minimum purchase commitments with our vendors that extend beyond a year. See notes 5 
and 8 to the Consolidated Financial Statements for details of contractual obligations. 
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Off-Balance Sheet Arrangements 
We do not have any off-balance sheet arrangements. 
Guarantees 


As of December 31, 2019 and December 25, 2018, we were contingently liable for $13.9 million and $14.8 million, 
respectively, for seven leases, listed in the table below. These amounts represent the maximum potential liability of 
future payments under the guarantees. In the event of default, the indemnity and default clauses in our assignment 
agreements govern our ability to pursue and recover damages incurred. No material liabilities have been recorded as of 
December 31, 2019, as the likelihood of default was deemed to be less than probable and the fair value of the guarantees 
is not considered significant. 





Lease Current Lease 

Assignment Date Term Expiration 
Everett, Massachusetts (1)(2).. 00... ccc ee ene eens September 2002 February 2023 
Longmont, Colorado (1)... 0.0... ccc cece e ett n een ees October 2003 May 2029 
Montgomeryville, Pennsylvania (1)....... 0... eee eee eee eee eee ee October 2004 March 2021 
Fargo, North Dakota (1)(2). 0.0... ccc etn nnnes February 2006 July 2021 
Logan; Utah (1) es secciiiad hie hohe ache hcks Bip hohe Rh S Rohe ReEE RE LER wR January 2009 August 2024 
Irving; Texasi(3) ¢s.ccictcreaeie aPir nied he bPEG bP he RRs RPE Rhhe RP EE EE December 2013 December 2024 
Louisville, Kentucky (3)(4) 0.0... cette nnn teen teenies December 2013 November 2023 


(1) Real estate lease agreements for restaurant locations which we entered into before granting franchise rights to those 
restaurants. We have subsequently assigned the leases to the franchisees, but remain contingently liable, under the 
terms of the lease, if the franchisee defaults. 


(2) As discussed in note 17, these restaurants are owned, in whole or part, by certain officers, directors and 5% 
shareholders of the Company. 


(3) Leases associated with a restaurant concept which was sold. The leases were assigned to the acquirer, but we 
remain contingently liable under the terms of the lease if the acquirer defaults. 


(4) We may be released from liability after the initial lease term expiration contingent upon certain conditions being 
met by the acquirer. 


Critical Accounting Policies and Estimates 


The above discussion and analysis of our financial condition and results of operations are based upon our 
consolidated financial statements, which have been prepared in accordance with U.S. GAAP. The preparation of these 
financial statements requires us to make estimates and judgments that affect the reported amounts of assets, liabilities, 
revenue and expenses, and disclosures of contingent assets and liabilities. Our significant accounting policies are 
described in note 2 to the accompanying consolidated financial statements. Critical accounting policies are those that we 
believe are most important to portraying our financial condition and results of operations and also require the greatest 
amount of subjective or complex judgments by management. Judgments or uncertainties regarding the application of 
these policies may result in materially different amounts being reported under different conditions or using different 
assumptions. We consider the following policies to be the most critical in understanding the judgments that are involved 
in preparing the consolidated financial statements. 


Impairment of Long-lived Assets. We evaluate long-lived assets related to each restaurant to be held and used in the 
business, such as property and equipment, right-of-use assets and intangible assets subject to amortization, for 
impairment whenever events and circumstances indicate that the carrying amount of a restaurant may not be recoverable. 
When we evaluate restaurants, cash flows are the primary indicator of impairment. Recoverability of assets to be held 
and used is measured by comparison of the carrying amount of the restaurant to estimated undiscounted future cash 
flows expected to be generated by the restaurant. Under our policies, trailing 12-month cash flow results under a 
predetermined amount at the individual restaurant level signals a potential impairment. In our evaluation of restaurants 
that do not meet the cash flow threshold, we estimate future undiscounted cash flows from operating the restaurant over 
its estimated useful life, which can be a period of over 20 years. In the estimation of future cash flows, we consider the 
period of time the restaurant has been open, the trend of operations over such period and future periods and expectations 
for future sales growth. We limit assumptions about important factors such as trend of future operations and sales growth 
to those that are supportable based upon our plans for the restaurant and actual results at comparable restaurants. Both 
qualitative and quantitative information are considered when evaluating for potential impairments. As we assess the 
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ongoing expected cash flows and carrying amounts of our long-lived assets, these factors could cause us to realize a 
material impairment charge. 


If assets are determined to be impaired, we measure the impairment charge by calculating the amount by which the 
asset carrying amount exceeds its estimated fair value. The determination of asset fair value is also subject to significant 
judgment. We generally measure estimated fair value by independent third party appraisal or discounting estimated 
future cash flows. When fair value is measured by discounting estimated future cash flows, the assumptions used are 
consistent with what we believe hypothetical market participants would use. We also use a discount rate that is 
commensurate with the risk inherent in the projected cash flows. If these assumptions change in the future, we may be 
required to record impairment charges for these assets. 


In 2019, as a result of our impairment analysis, we recorded a charge of $1.1 million related to the impairment of 
the right-of-use asset at an underperforming restaurant. In addition, at December 31, 2019, we had 17 restaurants whose 
trailing 12-month cash flows did not meet the predetermined threshold. However, the future undiscounted cash flows 
from operating each of these restaurants over their remaining estimated useful lives exceeded their respective remaining 
carrying values and no assets were determined to be impaired. 


See note 16 in the Consolidated Financial Statements for further discussion regarding closures and impairments 
recorded in 2019, 2018 and 2017, including the impairments of goodwill and other long-lived assets. 


Goodwill. Goodwill is tested annually for impairment, and is tested more frequently if events and circumstances 
indicate that the asset might be impaired. We have assigned goodwill to our reporting units, which we consider to be the 
individual restaurant level. An impairment loss is recognized to the extent that the carrying amount exceeds the implied 
fair value of goodwill. The determination of impairment consists of two steps. First, we determine the fair value of the 
reporting unit and compare it to its carrying amount. The fair value of the reporting unit may be based on several 
valuation approaches including capitalization of earnings, discounted cash flows, comparable public company market 
multiples and comparable acquisition market multiples. Second, if the carrying amount of the reporting unit exceeds its 
fair value, an impairment loss is recognized for any excess of the carrying amount of the reporting unit’s goodwill over 
the implied fair value of the goodwill. The implied fair value of goodwill is determined by allocating the fair value of the 
reporting unit, in a manner similar to a purchase price allocation. The residual fair value after this allocation is the 
implied fair value of the reporting unit goodwill. 


The valuation approaches used to determine fair value are subject to key judgments and assumptions that are 
sensitive to change such as judgments and assumptions about appropriate revenue growth rates, operating margins, 
weighted average cost of capital, and comparable company and acquisition market multiples. In estimating the fair value 
using the capitalization of earnings or discounted cash flows methods we consider the period of time the restaurant has 
been open, the trend of operations over such period and future periods, expectations of future sales growth and terminal 
value. Assumptions about important factors such as the trend of future operations and sales growth are limited to those 
that are supportable based upon the plans for the restaurant and actual results at comparable restaurants. When 
developing these key judgments and assumptions, we consider economic, operational and market conditions that could 
impact fair value. The judgments and assumptions used are consistent with what we believe hypothetical market 
participants would use. However, estimates are inherently uncertain and represent only our reasonable expectations 
regarding future developments. If the estimates used in performing the impairment test prove inaccurate, the fair value of 
the restaurants may ultimately prove to be significantly lower, thereby causing the carrying value to exceed the fair value 
and indicating impairment has occurred. 


At December 31, 2019, we had 71 reporting units, primarily at the restaurant level, with allocated goodwill of 
$124.7 million. The average amount of goodwill associated with each reporting unit is $1.8 million with six reporting 
units having goodwill in excess of $4.0 million. We did not record any impairment charges as a result of our annual 
impairment analysis in 2019. We are not currently monitoring any restaurants for potential impairment. Since we 
determine the fair value of goodwill at the restaurant level, any significant decreases in cash flows at these restaurants or 
others could trigger an impairment charge in the future. The fair value of each of our reporting units was substantially in 
excess of their respective carrying values as of the 2019 goodwill impairment test. See note 16 in the Consolidated 
Financial Statements for further discussion regarding closures and impairments recorded in 2019, 2018 and 2017, 
including the impairments of goodwill and other long-lived assets. 
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Effects of Inflation 


We have not operated in a period of high commodity inflation for the last several years; however, we have 
experienced material increases in certain commodity costs, specifically beef, in the past. In addition, a significant 
number of our employees are paid at rates related to the federal and/or state minimum wage and, accordingly, increases 
in minimum wage have increased our labor costs for the last several years. We have increased menu prices and made 
other adjustments over the past few years, in an effort to offset increases in our restaurant and operating costs resulting 
from inflation. Whether we are able and/or choose to continue to offset the effects of inflation will determine to what 
extent, if any, inflation affects our restaurant profitability in future periods. 


ITEM 7A—QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 


We are exposed to market risk from changes in interest rates on debt and changes in commodity prices. Our 
exposure to interest rate fluctuations is limited to our outstanding bank debt. The terms of the amended revolving credit 
facility require us to pay interest on outstanding borrowings at London Interbank Offering Rate ("LIBOR") plus a 
margin of 0.875% to 1.875%, depending on our leverage ratio, or the Alternate Base Rate, which is the highest of the 
issuing bank’s prime lending rate, the Federal Funds rate plus 0.50% or the Adjusted Eurodollar Rate for a one month 
interest period on such day plus 1.0%. As of December 31, 2019, we had no outstanding borrowings under our 
revolving credit facility. 


In an effort to secure high quality, low cost ingredients used in the products sold in our restaurants, we employ 
various purchasing and pricing contract techniques. When purchasing certain types of commodities, we may be subject 
to prevailing market conditions resulting in unpredictable price volatility. For certain commodities, we may also enter 
into contracts for terms of one year or less that are either fixed price agreements or fixed volume agreements where the 
price is negotiated with reference to fluctuating market prices. We currently do not use financial instruments to hedge 
commodity prices, but we will continue to evaluate their effectiveness. Extreme and/or long term increases in 
commodity prices could adversely affect our future results, especially if we are unable, primarily due to competitive 
reasons, to increase menu prices. Additionally, if there is a time lag between the increasing commodity prices and our 
ability to increase menu prices or if we believe the commodity price increase to be short in duration and we choose not 
to pass on the cost increases, our short-term financial results could be negatively affected. 


We are subject to business risk as our beef supply is highly dependent upon three vendors. If these vendors were 
unable to fulfill their obligations under their contracts, we may encounter supply shortages and incur higher costs to 
secure adequate supplies, any of which would harm our business. 

ITEM 8—FINANCIAL STATEMENTS AND SUPPLEMENTARY FINANCIAL DATA 


See Index to Consolidated Financial Statements at Item 15. 


ITEM 9—CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE 


None. 
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ITEM 9A—CONTROLS AND PROCEDURES 
Evaluation of disclosure controls and procedures 


We have evaluated the effectiveness of the design and operation of our disclosure controls and procedures pursuant 
to, and as defined in, Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended, as of the 
end of the period covered by this report. Based on the evaluation, performed under the supervision and with the 
participation of our management, including the Chief Executive Officer (the "CEO") and the Chief Financial Officer (the 
"CFO"), our management, including the CEO and CFO, concluded that our disclosure controls and procedures were 
effective as of December 31, 2019. 


Changes in internal control 


On December 26, 2018, the Company adopted ASC 842, Leases. As a result, changes to processes and procedures 
occurred that affect the Company’s internal control over financial reporting. These changes were monitored during the 
year and did not impact the effectiveness of our internal control over financial reporting. 


Except for the changes noted above, there were no other significant changes to the Company’s internal control over 
financial reporting that occurred during the quarter ended December 31, 2019 that materially affected or are reasonably 
likely to materially affect, our internal control over financial reporting. 


Management’s Report on Internal Control over Financial Reporting 


Under Section 404 of the Sarbanes-Oxley Act of 2002, our management is required to assess the effectiveness of 
the Company’s internal control over financial reporting as of the end of each fiscal year and report, based on that 
assessment, whether the Company’s internal control over financial reporting is effective. 


Management of the Company is responsible for establishing and maintaining adequate internal control over 
financial reporting. As defined in Exchange Act Rule 13a-15(f), internal control over financial reporting is a process 
designed by, or under the supervision of, our principal executive and principal financial officers and effected by our 
Board of Directors, management and other personnel, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles. Therefore, internal control over financial reporting determined to be effective can 
provide only reasonable assurance with respect to financial statement preparation and may not prevent or detect all 
misstatements. 


Under the supervision and with the participation of our management, including our CEO and CFO, we assessed the 
effectiveness of the Company’s internal control over financial reporting as of the end of the period covered by this 
report. In this assessment, the Company applied criteria based on the "Internal Control—Integrated Framework (2013)" 
issued by the Committee of Sponsoring Organizations of the Treadway Commission. These criteria are in the areas of 
control environment, risk assessment, control activities, information and communication, and monitoring. The 
Company’s assessment included documenting, evaluating and testing the design and operating effectiveness of its 
internal control over financial reporting. Based upon this evaluation, our management concluded that our internal control 
over financial reporting was effective as of December 31, 2019. 


KPMG LLP, the independent registered public accounting firm that audited our Consolidated Financial Statements 
included in the Annual Report on Form 10-K, has also audited the effectiveness of the Company’s internal control over 
financial reporting as of December 31, 2019 as stated in their report at F-3. 


ITEM 9B—OTHER INFORMATION 


None. 
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PART III 
ITEM 10—DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE 


Information regarding our directors is incorporated herein by reference to the information set forth under "Election 
of Directors" in our Definitive Proxy Statement to be dated on or about April 3, 2020. 


Information regarding our executive officers has been included in Part I of this Annual Report under the caption 
"Executive Officers of the Company." 


Information regarding our corporate governance is incorporated herein by reference to the information set forth in 
our Definitive Proxy Statement to be dated on or about April 3, 2020. 


ITEM 11—EXECUTIVE COMPENSATION 
Incorporated by reference from our Definitive Proxy Statement to be dated on or about April 3, 2020. 


ITEM 12—SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND 
RELATED STOCKHOLDER MATTERS 


Incorporated by reference from our Definitive Proxy Statement to be dated on or about April 3, 2020. 
Equity Compensation Plan Information 


As of December 31, 2019, shares of common stock authorized for issuance under our equity compensation plans are 
summarized in the following table. See note 14 to the Consolidated Financial Statements for a description of the plans. 








Shares to Be Shares 

Issued Upon Available for 
Plan Category Vest Date(1) Future Grants 
Plans:approved by stockholders si. fscidechcued bead deabbiwadeasdsngea ean seamereaces 913,427 3,110,767 
Plans. not approved.by stockholdets:..,..cc5c00¢4 0034000 iota eitoeeda eed seedeeebe — — 
TOI Sct Bese ee ROE E Eee eee Gee ke Mee eae o hee e ade eeu Rue eeeeen a 913,427 3,110,767 





(1) Total number of shares consists of 836,427 restricted stock units and 77,000 performance stock units. Shares in this 
column are excluded from the Shares Available for Future Grants column. No stock options were outstanding as of 
December 31, 2019. 


ITEM 13—CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 
INDEPENDENCE 


Incorporated by reference from our Definitive Proxy Statement to be dated on or about April 3, 2020. 
ITEM 14—PRINCIPAL ACCOUNTING FEES AND SERVICES 


Incorporated by reference from our Definitive Proxy Statement to be dated on or about April 3, 2020. 
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PART IV 
ITEM 15—EXHIBITS, FINANCIAL STATEMENT SCHEDULES 


1. Consolidated Financial Statements 





Page Number 
Description in Report 
Reports of Independent Registered Public Accounting Firm............... 000 c cece eee eens F-1 
Consolidated Balance Sheets as of December 31, 2019 and December 25, 2018 ................005 F-5 
Consolidated Statements of Income and Comprehensive Income for the years ended December 31, 
2019; December 25,2018 and December 20,2017 «s-sc0cbece ih bb bebe bbe ebb ateeeteee F-6 
Consolidated Statements of Stockholders’ Equity for the years ended December 31, 2019, 
December 25,2018 and December 2652007” — scecsce: sa: sccscececpne due stent ¢ alesdaaeoacee acendghacgnasst toga Geewnngandoaheeees F-7 
Consolidated Statements of Cash Flows for the years ended December 31, 2019, December 25, 2018 
and December 26, 2007 sg c.scs08 ib cedoots ack ba eS hedetbesaeie hao hag peed Pa gaa ba ith bdrs delice Ba F-8 
Notes to Consolidated Financial Statements. ... 0.0.0.0... ccc tence ene aes F-9 


2. Financial Statement Schedules 


Omitted due to inapplicability or because required information is shown in our Consolidated Financial Statements 
or notes thereto. 


3. Exhibits 


Exhibit 
No. Description 





3.1 Amended and Restated Certificate of Incorporation of Registrant (incorporated by reference to Exhibit 3.1 of 
the Registrant’s Quarterly Report on Form 10-Q for the period ended June 28, 2016) (File No. 000- 50972) 

3.2 Bylaws of Registrant (incorporated by reference to Exhibit 3.3 to the Registration Statement on Form S-1 of 
Registrant (File No. 333-115259)) 

4.1 Registration Rights Agreement, dated as of May 7, 2004, among Registrant and others (incorporated by 
reference to Exhibit 4.3 to the Registration Statement on Form S-1 of Registrant (File No. 333-115259)) 

4.2. Description of Securities 

10.1. Form of Director and Executive Officer Indemnification Agreement (incorporated by reference to Exhibit 10.9 
to the Registration Statement on Form S-1 of Registrant (File No. 333-115259)) 

10.2. Form of Limited Partnership Agreement and Operating Agreement for certain company-managed Texas 
Roadhouse restaurants, including schedule of the owners of such restaurants and the aggregate interests held by 
directors, executive officers and 5% stockholders who are parties to such an agreement (incorporated by 
reference to Exhibit 10.10 to the Registration Statement on Form S-1 of Registrant (File No. 333-115259)) 

10.3. Form of Franchise Agreement and Preliminary Agreement for a Texas Roadhouse restaurant franchise, 
including schedule of directors, executive officers and 5% stockholders which have entered into either 
agreement (incorporated by reference to Exhibit 10.14 to the Registration Statement on Form S-1 of Registrant 
(File No. 333-115259)) 

10.4 Schedule of the owners of company-managed Texas Roadhouse restaurants and the aggregate interests held by 
directors, executive officers and 5% stockholders who are parties to Limited Partnership Agreements and 
Operating Agreements as of December 31, 2019 the form of which is set forth in Exhibit 10.2 of this 
Form 10-K 

10.5 Schedule of the directors, executive officers and 5% stockholders which have entered into Franchise 
Agreements or Preliminary Agreements for a Texas Roadhouse Franchise as of December 31, 2019 the form of 
which is set forth in Exhibit 10.3 of this Form 10-K 

10.6* Texas Roadhouse, Inc. 2013 Long-Term Incentive Plan (incorporated by reference from Appendix A to the 
Texas Roadhouse, Inc. Proxy Statement on Schedule 14A filed with the Securities and Exchange Commission 
on April 5, 2013 (File No. 000-50972)) 
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Exhibit 
No. 


Description 





10.7* 


10.8* 


10.9* 


10.10* 


10.11* 


10.12* 


10.13* 


10.14* 


10.15* 


10.16* 


10.17* 


10.18* 


10.19* 


10.20* 


10.21* 


10.22 


10.23 


Form of Restricted Stock Unit Award under the Texas Roadhouse, Inc. 2013 Long-Term Incentive Plan 
(incorporated by reference to Exhibit 10.2 of Registrant’s Quarterly Report on Form 10-Q for the quarter ended 
June 25, 2013 (File No. 000-50972)) 

Texas Roadhouse, Inc. Cash Bonus Plan for cash incentive awards granted pursuant to the Texas 

Roadhouse, Inc. 2013 Long-Term Incentive Plan (incorporated by reference to Exhibit 10.3 of Registrant’s 
Quarterly Report on Form 10-Q for the quarter ended June 25, 2013 (File No. 000-50972)) 

Employment Agreement between the Registrant and W. Kent Taylor entered into as of December 26, 2017 
(incorporated by reference to Exhibit 10.25 to the Registrant’s Annual Report on Form 10-K ended 

December 25, 2018 (File No. 000-50972)) 

Employment Agreement between the Registrant and Scott M. Colosi entered into as of December 26, 2017 
(incorporated by reference to Exhibit 10.26 to the Registrant’s Annual Report on Form 10-K ended 

December 26, 2017 (File No. 000-50972)) 

Employment Agreement between the Registrant and Celia Catlett entered into as of December 26, 2017 
(incorporated by reference to Exhibit 10.27 to the Registrant’s Annual Report on Form 10-K ended 

December 26, 2017 (File No. 000-50972)) 

Employment Agreement between the Registrant and S. Chris Jacobsen entered into as of December 26, 2017 
(incorporated by reference to Exhibit 10.28 to the Registrant’s Annual Report on Form 10-K ended 

December 26, 2017 (File No. 000-50972)) 

Form of Performance Stock Unit Award Agreement under the Texas Roadhouse, Inc. 2013 Long-Term 
Incentive Plan (incorporated by reference to Exhibit 10.36 to the Registrant’s Annual Report on Form 10-K for 
the year ended December 29, 2015 (File No. 000-50972)) 

First Amendment to Employment Agreement between Texas Roadhouse Management Corp. and 

Scott M. Colosi entered into as of May 17, 2018 (incorporated by reference to Exhibit 10.1 to the Registrant’s 
Current Report on Form 8-K dated May 18, 2018 (File No. 000-50972)) 

Employment Agreement between Texas Roadhouse Management Corp. and Tonya Robinson entered into as of 
May 18, 2018 (incorporated by reference to Exhibit 10.2 to the Registrant’s Quarterly Report on Form 10-Q for 
the quarter ended June 26, 2018 (File No. 000-50972)) 

Employment Agreement between Texas Roadhouse Management Corp. and Doug Thompson entered into as of 
August 23, 2018 (incorporated by reference to Exhibit 10.1 to the Registrant’s Quarterly Report on Form 10-Q 
for the quarter ended September 25, 2018 (File No. 000-50972)) 

Amended and Restated Form of Restricted Stock Unit Award Agreement under the Texas Roadhouse, Inc. 2013 
Long-Term Incentive Plan for officers (incorporated by reference to Exhibit 10.40 to the Registrant’s Annual 
Report on Form 10-K for the year ended December 30, 2014 (File No. 000-50972)) 

Amended and Restated Form of Restricted Stock Unit Award Agreement under the Texas Roadhouse, Inc. 2013 
Long-Term Incentive Plan for non-officers (incorporated by reference to Exhibit 10.41 to the Registrant’s 
Annual Report on Form 10-K for the year ended December 30, 2014 (File No. 000-50972)) 

Second Amended and Restated Deferred Compensation Plan of Texas Roadhouse Management Corp., as 
amended December 19, 2007 and December 31, 2008 (incorporated by reference to Exhibit 10.42 to the 
Registrant’s Annual Report on Form 10-K for the year ended December 30, 2014 (File No. 000-50972)) 

Third Amended and Restated Deferred Compensation Plan of Texas Roadhouse Management Corp., effective 
January 1, 2010 (incorporated by reference to Exhibit 10.43 to the Registrant’s Annual Report on Form 10-K 
for the year ended December 30, 2014 (File No. 000-50972)) 

Form of Nonqualified Stock Option Agreement under Texas Roadhouse, Inc. 2013 Long-Term Incentive Plan 
(incorporated by reference to Exhibit 10.47 to the Registrant’s Annual Report on Form 10-K for the year ended 
December 29, 2015 (File No. 000-50972)) 

Master Lease Agreement dated October 26, 2018 between Paragon Centre Holdings, LLC and Texas 
Roadhouse Holdings LLC (incorporated by reference to Exhibit 10.2 to the Registrant’s Quarterly Report on 
Form 10-Q for the quarter ended September 25, 2018 (File No. 000-50972)) 

Consent Decree dated March 31, 2017, among Texas Roadhouse, Inc., Texas Roadhouse Holdings LLC, Texas 
Roadhouse Management Corp. and the EEOC (incorporated by reference to Exhibit 10.1 to the Registrant’s 
Current Report on Form 8-K dated March 31, 2017 (File No. 000-50972)) 
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Exhibit 





No. Description 
10.24 Amended and Restated Credit Agreement dated as of August 7, 2017, by and among Texas Roadhouse Inc., and 
the lenders named therein and JPMorgan Chase Bank, N.A., as Administrative Agent (incorporated by 
reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K dated August 7, 2017 
(File No. 000-50972)) 

10.25* Consulting Agreement and General Release of Claims between Scott M. Colosi and Texas Roadhouse, Inc., 
Texas Roadhouse Holdings LLC and Texas Roadhouse Management Corp. entered into July 3, 2019 
(incorporated by reference to Exhibit 10.1 to Registrant’s Current Report on Form 8-K dated July 3, 2019 (File 
No. 000-50972)) 

10.26* Executive Transition and Consulting Agreement between Celia Catlett and Texas Roadhouse, Inc., Texas 
Roadhouse Holdings LLC and Texas Roadhouse Management Corp. entered into on August 21, 2019 
(incorporated by reference to Exhibit 10.1 to Registrant’s Current Report on Form 8-K dated August 21, 2019 
(File No. 000-50972)) 

10.27 Assignment and Assumption Agreement between Texas Roadhouse Holdings LLC and Texas Roadhouse, Inc. 
dated October 26, 2018 
10.28 First Amendment to Paragon Centre Master Lease Agreement between Paragon Centre Holdings, LLC and 
Texas Roadhouse, Inc. dated December 13, 2019 

21.1 List of Subsidiaries 

23.1 Consent of KPMG LLP, Independent Registered Public Accounting Firm 

31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 

32.1 Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 
of the Sarbanes-Oxley Act of 2002 

32.2 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 
of the Sarbanes-Oxley Act of 2002 

101. The following financial statements from the Texas Roadhouse, Inc. Annual Report on Form 10-K for the year 
ended December 31, 2019, filed February 28, 2020, formatted in inline eXtensible Business Reporting 
Language (iXBRL): (i) Consolidated Balance Sheets, (ii) Consolidated Statements of Income and 
Comprehensive Income, (iii) Consolidated Statements of Stockholders’ Equity, (iv) Consolidated Statements of 
Cash Flows, and (v) the Notes to the Consolidated Financial Statements. 

104. Cover page, formatted in iXBRL and contained in Exhibit 101. 


* Management contract or compensatory plan or arrangement required to be filed as an exhibit to Form 10-K. 


ITEM 16. FORM 10-K SUMMARY 


Not applicable. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the 
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


TEXAS ROADHOUSE, INC. 


By:  /s/ W. KENT TAYLOR 





W. Kent Taylor 
Chairman of the Company, Chief Executive 
Officer, Director 

Date: February 28, 2020 


Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this Annual Report has been 
signed below by the following persons on behalf of the registrant and in the capacities and on the dates indicated. 


Signature Title Date 
Chairman of the Company, Chief 


Executive Officer, Director February 28, 2020 
(Principal Executive Officer) 


/s/ W. KENT TAYLOR 
W. Kent Taylor 





Chief Financial Officer 
(Principal Financial Officer) February 28, 2020 
(Principal Accounting Officer) 


/s/ TONYA R. ROBINSON 
Tonya R. Robinson 





/s/ GREGORY N. MOORE 











Direct Feb 28, 2020 
Gregory N. Moore elas eae 
A. WA LD 
Ces 2 Ve Director February 28, 2020 
Curtis A. Warfield 
KA M. MER 
TALE WD Director February 28, 2020 
Kathleen M. Widmer 
SR. ZARLEY 
eT aMES PARE Director February 28, 2020 


James R. Zarley 
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Report of Independent Registered Public Accounting Firm 
To the Stockholders and Board of Directors Texas Roadhouse, Inc.: 
Opinion on the Consolidated Financial Statements 


We have audited the accompanying consolidated balance sheets of Texas Roadhouse, Inc. and subsidiaries (the 
Company) as of December 31, 2019 and December 25, 2018, the related consolidated statements of income and 
comprehensive income, stockholders’ equity, and cash flows for each of the years in the three-year period ended 
December 31, 2019, and the related notes (collectively, the consolidated financial statements). In our opinion, the 
consolidated financial statements present fairly, in all material respects, the financial position of the Company as of 
December 31, 2019 and December 25, 2018, and the results of its operations and its cash flows for each of the years in 
the three-year period ended December 31, 2019, in conformity with U.S. generally accepted accounting principles. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the Company’s internal control over financial reporting as of December 31, 2019, based on criteria 
established in /nternal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of 
the Treadway Commission, and our report dated February 28, 2020 expressed an unqualified opinion on the 
effectiveness of the Company’s internal control over financial reporting. 


Changes in Accounting Principle 


As discussed in Notes 2 and 8 to the consolidated financial statements, effective December 26, 2018, the Company 
changed its method of accounting for leases due to the adoption of Financial Accounting Standards Board Accounting 
Standard Codification Topic 842, Leases. 


As discussed in Note 2 to the consolidated financial statements, effective December 27, 2017, the Company has changed 
its method of accounting for revenue from contracts with customers due to the adoption of Financial Accounting 
Standards Board Accounting Standard Codification Topic 606, Revenue from Contracts with Customers. 


Basis for Opinion 


These consolidated financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these consolidated financial statements based on our audits. We are a public accounting firm 
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. 
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the 
PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material 
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material 
misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures that 
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and 
disclosures in the consolidated financial statements. Our audits also included evaluating the accounting principles used 
and significant estimates made by management, as well as evaluating the overall presentation of the consolidated 
financial statements. We believe that our audits provide a reasonable basis for our opinion. 


F-1 


Critical Audit Matter 


The critical audit matter communicated below is a matter arising from the current period audit of the consolidated 
financial statements that was communicated or required to be communicated to the audit committee and that: (1) relates 
to accounts or disclosures that are material to the consolidated financial statements and (2) involved our especially 
challenging, subjective, or complex judgments. The communication of a critical audit matter does not alter in any way 
our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the critical 
audit matter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it 
relates. 


Assessment of potential indicators of impairment of long-lived assets 


As discussed in Notes 2 and 16 to the consolidated financial statements, the Company assesses long-lived assets 
related to restaurants held and used in the business, including property and equipment and right-of- use assets, 
for impairment whenever events or changes in circumstances indicate that the carrying amount of a restaurant 
may not be recoverable. Trailing 12-month cash flows under predetermined amounts at the individual restaurant 
level are the Company’s primary indicator that the carrying amount of a restaurant may not be recoverable. The 
property and equipment, net of accumulated depreciation, balance as of December 31, 2019 was $1.06 billion, 
or 53% of total assets. The operating lease right-of-use asset, net, balance as of December 31, 2019 was $500 
million, or 25% of total assets. 


We identified the assessment of the Company’s determination of potential indicators of impairment of long- 
lived assets as a critical audit matter. There was subjectivity in identifying events or circumstances indicating 
the carrying amount of an asset group may not be recoverable, including the determination of the cash flow 
thresholds and the period of cash flows utilized to identify a potential impairment trigger. 


The primary procedures we performed to address this critical audit matter included the following. We tested 
certain internal controls over the Company’s process to determine and identify potential indicators of 
impairment. We evaluated the cash flow thresholds and the period of cash flows utilized by the Company to 
identify a potential impairment trigger. We tested that those restaurants with trailing 12-month cash flows were 
evaluated for potential impairment triggers and we compared the trailing 12-month cash flows to historical 
financial data. We assessed other events and circumstances that could have been indicative of a potential 
impairment trigger. 


/s/ KPMG LLP 
We have served as the Company’s auditor since 1998. 


Louisville, Kentucky 
February 28, 2020 
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Report of Independent Registered Public Accounting Firm 


To the Stockholders and Board of Directors 
Texas Roadhouse, Inc.: 


Opinion on Internal Control Over Financial Reporting 


We have audited Texas Roadhouse, Inc. and subsidiaries’ (the Company) internal control over financial reporting as of 
December 31, 2019, based on criteria established in Internal Control — Integrated Framework (2013) issued by the 
Committee of Sponsoring Organizations of the Treadway Commission. In our opinion, the Company maintained, in all 
material respects, effective internal control over financial reporting as of December 31, 2019, based on criteria 
established in /nternal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of 
the Treadway Commission. 


We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United 
States) (PCAOB), the consolidated balance sheets of the Company as of December 31, 2019 and December 25, 2018, the 
related consolidated statements of income and comprehensive income, stockholders’ equity, and cash flows for each of 
the years in the three-year period ended December 31, 2019, and the related notes (collectively, the consolidated 
financial statements), and our report dated February 28, 2020 expressed an unqualified opinion on those consolidated 
financial statements. 


Basis for Opinion 


The Company’s management is responsible for maintaining effective internal control over financial reporting and for its 
assessment of the effectiveness of internal control over financial reporting, included in the accompanying Management’s 
Report on Internal Control over Financial Reporting appearing under Item 9A. Our responsibility is to express an 
opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting firm 
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. 
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the 
PCAOB. 


We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting was 
maintained in all material respects. Our audit of internal control over financial reporting included obtaining an 
understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing 
and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audit also 
included performing such other procedures as we considered necessary in the circumstances. We believe that our audit 
provides a reasonable basis for our opinion. 


Definition and Limitations of Internal Control Over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding 
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies 
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the 
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of 
management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely 
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the 
financial statements. 
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Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. 
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate. 


/s/ KPMG LLP 
Louisville, Kentucky 
February 28, 2020 
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Texas Roadhouse, Inc. and Subsidiaries 


Consolidated Balance Sheets 


(in thousands, except share and per share data) 


Assets 
Current assets: 


Cashvand cash equivalemts..-<.< ¢:.cte5.cc-sseg a are agama cacaase thal eaten gated hae anaes 


Receivables, net of allowance for doubtful accounts of $12 at 


December 31, 2019 and $34 at December 25, 2018 2.0.0.0... ccc cece eee 
INVentOreS NE. oc2c.e0.0 eodarstmnedurdanteateale-wequeviee sub-tes d0b40n aude oie doe quae es 
Prepaid income taxeS ..... 0... cece cette tenet eee eens 
Prepaid Cx penises: ssi cisah-dig.c.e Sach caked Rae adde abd baad dngs Madd deka eads 
Total:Gurbent ASSCtS: :4.36-s6-5.d-dd-deb hod ck bd be ee ewes He ee rede PR eh SS 


Property and equipment, net of accumulated depreciation of $678,988 at 


December 31, 2019 and $602,451 at December 25, 2018 ................0000005 
Operating lease right-of-use asset, net... 2.0.6... eee eee tenes 
707070). 151 | nner ere reenter ee eee eer are ee ee ee eee ee See ee ae ee 


Intangible assets, net of accumulated amortization of $14,141 at 


December 31, 2019 and $13,416 at December 25, 2018 ....... 0.0.0.0... cena 
TIVE AS SOUS os, scsszccs casein caeres ss etecss, tote teed dete Sete ceinee es ces Bela es bees. aoe eth POE AE Bsa RE 
"Total ASS CUS sacs os, ogee Seer sete desta eSena-ot dh one tyy Ghar thd otis oo seat ec d-ah ac 8a Shar oo sieatyrat dear eev ater e te aeuirees 


Liabilities and Stockholders’ Equity 
Current liabilities: 


Current portion of operating lease liabilities ............... 00. eee eee eee ee 
ACCOUNTS Pay able *.<isn inate ten eee Gee EAGER ORE SOEs nee e BGR SERGE aR GieS 
Deferred revenue-gift cards... 1.2... eect eee eens 
ACCTUCE WARES. & cine se radistasi natasha ana sd sede geass eens 
Acttued, taxes: and MiGenses: = seen cies onsite ohana aaa 
Drvidends: payable: 2:s.3.s-i5-25.i Rind Bee ee Es ee DE a ed 
Other accrued abilities 5.55.2 sche hang datisntaniind ana Gaae ee hhoasteaieeates 


Total current Wabiities: oi. esac tank nae eae eae ce tnd nde Hadad ede Sede her ake 
Operating lease liabilities, net of current portion .............0 0. cece cee eee 
Restricted stock and other deposits ........ 0... cece tte ees 
Deferred rent: ci0h ccc pdeieheitaciriche hohe hehe hehe bbbe bhi bbb brie hein 
Deferred tax liabilities, net... 2... cece nen n ees 
Other liabilities: 2 esc.esGaviek rhe ne eek hie h ie hehe beardehe ir hehe hehcnee vues 
Total abilities: ts. cascarencsarea acaeatedssatede sass G.tacette aerate ash 4a ats eminay antes: ansed-anies 
Texas Roadhouse, Inc. and subsidiaries stockholders’ equity: 


Preferred stock ($0.001 par value, 1,000,000 shares authorized; no shares 

ISSUEG, OF OULSHANGING) 2, a5. c.:e: sca: dace ewaace ated edie aeapaaee 4male Leash aLeaen ale eanses 
Common stock ($0.001 par value, 100,000,000 shares authorized, 69,400,252 
and 71,617,510 shares issued and outstanding at December 31, 2019 

and December 25, 2018, respectively) ...... 0.0... cece cece cette eens 
Additional paid-in-capital ... 11... 2 cette eens 
Rained CaM GS s.0. 5... c.ntdvcgadticiinge Liatadse oaehodadanad aagd okedaeaes 
Accumulated other comprehensive loss ...........0... 00 eee eee eens 
Total Texas Roadhouse, Inc. and subsidiaries stockholders’ equity............. 
IN GHC OME MIMS LSPS SUS iad tied ccs eceet tp echeeeic taro epee ee 
MOAN SCUILY esa tetist ahaa dha eho aae ee lahat a arnesherad wateenute eee 


Total liabilities and equity 2... 0.55. ccc e ended ee oe deed ede be dednee dened 


December 31, 2019 December 25, 2018 





$ 107,879 §$ 210,125 








99,305 92,114 
20,267 18,827 
2,015 7,569 
18,433 16,384 
247,899 345,019 
1,056,563 956,676 
499,801 _ 
124,748 123,220 
1,234 1,959 
53,320 42,402 





$ 1,983,565 $ 1,469,276 




















$ 17,263 $ = 
61,653 62,060 
209,258 192,242 
39,699 34,159 
30,433 24,631 
— 17,904 
58,914 54,146 
417,220 385,142 
538,710 = 
8,249 7,703 
a 48,079 
22,695 17,268 
65,522 50,376 
1,052,396 508,568 
69 72 
140,501 257,388 
775,649 688,337 
(225) (228) 
915,994 945,569 
15,175 15,139 
931,169 960,708 


$ 1,983,565 $ 1,469,276 








See accompanying notes to Consolidated Financial Statements. 
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Texas Roadhouse, Inc. and Subsidiaries 


Consolidated Statements of Income and Comprehensive Income 


(in thousands, except per share data) 


Fiscal Year Ended 





December 31, 


December 25, December 26, 






























































2019 2018 2017 
Revenue: 
Restaurant and other sales.... 0.0... 0c ene eens $ 2,734,177 $ 2,437,115 $ 2,203,017 
Franchise royalties and fees ....... 0.6... cece cece eee 21,986 20,334 16,514 
6) 629 [<4 010 |< on 2,756,163 2,457,449 2,219,531 
Costs and expenses: 
Restaurant operating costs (excluding depreciation and 
amortization shown separately below): 
OSU OT SACS iia gaacanatetne te aetene eae ane saunas gneenneneu nt enaanaennanes 883,357 795,300 721,550 
) 21 3,0) ames ee er eee ee eee ee 905,614 793,384 687,545 
RST oreo yr rene oss gee 52,531 48,791 44,807 
Other operating: s.ici66 ita rd ahi ae ba eaten 418,448 375,477 342,702 
Pré-OpeMiN® i5s0¢ bie itaed padded data hears 20,156 19,051 19,274 
Depreciation and amortization ............ 0. cece cece eee eee 115,544 101,216 93,499 
Impairment and closure, net ...... 0... eee eee (899) 278 654 
General and administrative ........ 200.0... 0c ccc eects 149,389 136,163 123,294 
Total costs and expenses... 0.6... 0... c cece tee tenet eee 2,544,140 2,269,660 2,033,325 
Income from operations .......... 6. ete t ee e eens 212,023 187,789 186,206 
Interest income (expense), Net... 6... ce eee cence 1,514 (591) (1,577) 
Equity income from investments in unconsolidated affiliates............ 378 1,353 1,488 
Income before taxes xo. scs eh e soe da Seah ecg ea Sodke ote whacd er veere Weoharddewhé Oh ee 213,915 188,551 186,117 
Provision for income taxeS.... 0.0.0... cece eee eee 32,397 24,257 48,581 
Net income including noncontrolling interests .................000 000) 181,518 164,294 137,536 
Less: Net income attributable to noncontrolling interests ............... 7,066 6,069 6,010 
Net income attributable to Texas Roadhouse, Inc. and subsidiaries ....... $ 174,452 $ 158,225 $ 131,526 
Other comprehensive income (loss), net of tax: 
Foreign currency translation adjustment, net of tax of ($1), $53 and 
(G97); FESPECHIVELY S60. ciensienaranchnacd aiarabardinnaia aiai haem draraiadne Smdiasa eva hae aed 3 (189) 155 
Total comprehensive income i. scc. cs. dsc dette ke Sete dt an ede ee detect aera $ 174,455 $ 158,036 $ 131,681 
Net income per common share attributable to Texas Roadhouse, Inc. 
and subsidiaries: 
BaS16 is ojdctsneuscin antes ada aibais nana dh aneneaade nhneneanaeiee ous $ 247 $ 2.21 §$ 1.85 
WUC oo aoe eee cect ame ented wg ae ee eee eee ee es $ 2.46 $ 2.20 $§$ 1.84 
Weighted average shares outstanding: 
IB ASIC espe tagtacateeen nette esters pateie aietpatne to tan geste alert lg cans terete enn le 70,509 71,467 70,989 
De 70,916 71,964 71,527 
Cash dividends declared per share... 0.0.0.0... ccc cece cece cette ees $ 1.20 §$ 100 $ 0.84 








See accompanying notes to Consolidated Financial Statements. 
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Texas Roadhouse, Inc. and Subsidiaries 


Consolidated Statements of Stockholders’ Equity 


(tabular amounts in thousands, except share data) 


Balance, December 27, 2016...............004 
NetinGOMe? ¢¢s.d.6 53% ayaa aes eae gd Ge aa ard raeSLEL 
Other comprehensive income, net of tax.......... 
Noncontrolling interests contribution... .......... 
Distributions to noncontrolling interest holders ..... 
Dividends declared ($0.84 per share)............ 


Shares issued under share-based compensation plans 


including tax effects, . cs. caa eg Goede cae s 


Indirect repurchase of shares for minimum 


tax withholdingS ... occ sc es bees e caw daw ee 
Cumulative effect of change in accounting principle .... 
Share-based compensation .................05 
Balance, December 26, 2017................05 
NGt INCOME 5.3.5 dos seoh recive ete aw arseach don are wR 
Other comprehensive loss, net of tax ............ 
Noncontrolling interests contribution. ........... 
Distributions to noncontrolling interest holders ..... 
Acquisition of noncontrolling interest ........... 
Contribution from executive officer............. 
Dividends declared ($1.00 per share)............ 


Shares issued under share-based compensation plans 


including tax-effects. «0.04065 s8es00 00008 Saas 


Indirect repurchase of shares for minimum 


tax withholdings cis se.saccdns Jaw ea ioe paras 


Cumulative effect of adoption of ASC 606, Revenue 


from Contracts with Customers, net of tax ........ 
Share-based compensation ...............0005 
Balance, December 25, 2018...............005 
NGPINCOMEs as neice waged Kane SERS 
Other comprehensive income, net of tax.......... 
Distributions to noncontrolling interest holders ..... 
Acquisition of noncontrolling interest and other... .. 
Dividends declared ($1.20 per share)............ 


Shares issued under share-based compensation plans 


including tax-effects: «oss basea goad awe 


Indirect repurchase of shares for minimum 


fax withholdings: iis. 3s fei heane a Give diced carenacdos 
Repurchase of shares of common stock .......... 


Cumulative effect of adoption of ASC 842, Leases, 


NEt OF AX esis sive a a aa Gio ave ee aaa ea a areas 
Share-based compensation ...............0004 
Balance, December 31, 2019.................. 















































Accumulated Total Texas 
Additional Other Roadhouse, Inc. 
Par‘ Paid-in- Retained Comprehensive and Noncontrolling 
Shares Value _ Capital _ Earnings Loss Subsidiaries Interests Total 
... 70,619,737 $ 71 $ 219,626 $ 530,723 $ (194) $ 750,226 $ 8,016 $ 758,242 
_ _— — 131,526 — 131,526 6,010 137,536 
155 135 _ 155 
_— — 3,457 3,457 
— _— (5,171) (5,171) 
_ — — (59,681) _ (59,681) — (59,681) 
ore, 800,189 1 1,557 _ — 1,558 — 1,558 
tage (251,029) (1) (11,638) _— — (11,639) — (11,639) 
— — 69 (69) — — _— _— 
_ — 26,934 a =_ 26,934 = 26,934 
... 71,168,897 $ 71 $ 236,548 $ 602,499 $ (39) $ 839,079 $ 12,312 $ 851,391 
_— — — 158,225 — 158,225 6,069 164,294 
(189) (189) — (189) 
— — 2,551 2,551 
— — (5,746) (5,746) 
= = (75) = = (75) (47) (122) 
— — 1,000 _— _ 1,000 — 1,000 
_— — — (71,509) — (71,509) — (71,509) 
ane 684,804 1 qd) _— _ — — — 
ee (236,191) — (14,067) _ _— (14,067) — (14,067) 
= = = (878) — (878) — (878) 
_ — 33,983 _ —_ 33,983 = 33,983 
... 71,617,510 $ 72 $ 257,388 $ 688,337 $ (228) $ 945,569 $ 15,139 $ 960,708 
_ _— — 174,452 _— 174,452 7,066 181,518 
3 3 _— 3 
— _— (6,357) (6,357) 
_ — (70) _— — (70) (673) (743) 
— _— — (84,462) — (84,462) — (84,462) 
ft 617,395 — — — _— 
aa (209,408) = — (12,471) _— — (12,471) — (12,471) 
... (2,625,245) (3) (139,846) _— — (139,849) — (139,849) 
_— _— _ (2,678) — (2,678) _— (2,678) 
= — 35,500 _ = 35,500 = 35,500 
... 69,400,252 $ 69 $ 140,501 $775,649 $ (225) $ 915,994 $ 15,175. $ 931,169 








See accompanying notes to Consolidated Financial Statements. 
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Texas Roadhouse, Inc. and Subsidiaries 
Consolidated Statements of Cash Flows 


(in thousands) 


December 31, December 25, December 26, 





























2019 2018 2017 
Cash flows from operating activities: 
Net income including noncontrolling interests..... 0.0... 0. $ 181,518 §$ 164,294. §$ 137,536 
Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation and amortization .. 6). 6 deca teas wine ed eh etd A beta ene ha nae 115,544 101,216 93,499 
Deferred mcOme taxes. és jaa dodges lid Raed Bae ee edertiee sOanendl GGecechi's, eee, gy daa dtd e GUS MLR BLE 6,335 12,319 (5,069) 
Loss on'disposition of assets... es yscce4 eae denied Ga eee as hed We ee eked a oe ae 5,885 6,008 4,961 
Impairment:anid closure COStS:: 3.2sg sc See ae hee Rae dads 46a np de OES ae eRe me Kee (1,283) 105 600 
Contribution from executive Ofer. o444 cas bk CaaS Ea ATR ES BEERS SRO E RE ERR OR ERE —_— 1,000 — 
Equity income from investments in unconsolidated affiliates .......... 0.0.0.0 c eee eee (378) (1,353) (1,488) 
Distributions of income received from investments in unconsolidated affiliates............. 1,837 656 1,424 
Provision for doubtful accounts... osc ee ie edhe he eas RE eee ee ke dae ae (22) (9) 10 
Share-based compensation expense .... ccc ee eae bee ee eet eda eens 35,500 33,983 26,934 
Changes in operating working capital: 
REGEIVADIES 3.2 ciao te donde S pacenn eu, dS dna O aG ack Blasted oh lat Sens Rig Roane Su Bit coe aE (5,774) (15,597) (20,379) 
TiVEMtOrne gS sss: acisas seca “ens Pedatainewt sesen's tae: Beart Stes ces aanton i nscts, Guayin dense tonarsene ielae tires atantn Spore a (1,414) (2,495) (48) 
Prepaid: Expenses's ei sk dn chek a led Site Nd Ween heard Bd hme nae We hee ale Bi ait Rae el Bi (2,049) (3,023) (1,211) 
Other assets). siss. Oeaewaead Bae eed dullee dots de Ga ee PE aes Sala nls eles (12,823) (4,290) (7,401) 
ACCOUMIS Payable’ «wish gsvcsins cere redheads Bom ew adeeb alec Gee dcent tice dl Reece tulad ope 407 8,882 1,601 
Defetred reyenue—eifticards:: 35 as ag ndande ch bead Be aeoee AS ARE DES EE Cea dls BREE 16,991 35,519 26,678 
INCCEUCG! WAGES: ih -ducsied wait ieencp Sara tetiiebe S horeasshirerge Gia aesdaasa ceanien Slane anne Monsen Satasee ota adeeb Sera ohare 5,540 4,481 3,639 
Prepaid income taxes and income taxes payable... 1... .. 0.0... e eee eee 5,554 (8,581) 3,448 
AcGrued taxes ‘atid TGENSeS 6.3. 6 sais Sissi Sods gush weaves a god Ske aod SAE Beer Borera eG, Sats Babe ach Sees eas 5,802 2,634 2,299 
Otheraccitued Wabilites:,. <seci.i sesh genet acti Gobo tow atest hegede endiye wid Baw erssctiblea aitaew acre Qosaiens (3,773) 7,569 5,148 
Operating lease right-of-use assets and lease liabilities..........0....0 00.00.0000 0005 5,826 — — 
Defetred tenitin cps isosccg Ss esis vushest sph os Ayietcoid Ga boat tegrs ed eae sete Baenteaba eds Sn aes Bene tet — 5,938 6,038 
Other NaS oss on we am 20s Fb Oe oS Ae Ae oe baw BOR LAGE AR ERERARE ERR S ATA DOOR 15,075 3,612 8,154 
Net cash provided by operating activities...... 0.0.0.0... eee eee eee 374,298 352,868 286,373 
Cash flows from investing activities: 
Capital expenditures—property and equipment ......... 0.0.0... eee eee eee (214,340) (155,980) (161,628) 
Acquisition of franchise restaurants, net of cash acquired ... 2.0.0.0... ee eee eee (1,536) (2,165) (16,528) 
Proceeds from sale of property and equipment. .... 2.0.0.0... 00. 1,056 a — 
Net-cash used ininvesting activities’. 3.03 wand yse2 saan saaadindeh oaaie dia, Ran awlad neh es (214,820) (158,145) (178,156) 
Cash flows from financing activities: 
Debtissuance COStS: ¢s.< 42.2.3 bane Sh wand eae aoe Sab Riad ads Bean hae ad Ain pe baa debacle an aR ae = = (476) 
Proceeds from noncontrolling interest contribution ... 2.0.0... 0... eee eee eee —_— 2,551 3,457 
Distributions to noncontrolling interest holders... 0.0.0... ccc teens (6,357) (5,746) (5,171) 
Acquisition of noncontrollang IMterest 5.205 cesses aust ges sadyiesaneyd seetaasee Gree sR hones Mek Bas dean gee (743) (122) = 
Proceeds from restricted stock and other deposits, net..... 00.0... 0. eee eee eee eee 62 418 740 
Indirect repurchase of shares for minimum tax withholdings .................... 00.0000. (12,471) (14,067) (11,639) 
Principal payments on long-term debt... 2.2... cee = (50,000) (558) 
Proceeds: fromiexercise of stock Options: 0. gn. Gate da a eae Re Ra ge BERG as bee eats — — 1,558 
Repurchase of shares of common stock... 0.0.0.0... 0c cee eee eee teens (139,849) — — 
Dividends paid to:sharcholdets::..ociii:c, 24. 5G-0:Rs ache ed hea ede OG GRE SRR Mae RRS (102,366) (68,550) (58,154) 
Net cash used ‘in financing activities: «0.0 ican neh Mis end a dune oate Gia, Ree alas wah os (261,724) (135,516) (70,243) 
Net (decrease) increase in cash and cash equivalents ... 2.0.0... 0.00 e cece eee eee (102,246) 59,207 37,974 
Cash and cash equivalents—beginning of period ......... 0.0.0... eee eee eee 210,125 150,918 112,944 
Cash and cash equivalents—end of period... 0.0... 0... eee cette eens $ 107,879 $ 210,125 $ 150,918 
Supplemental disclosures of cash flow information: 
Interest paid, net of amounts capitalized .. 0... eee een ee $ 738 =«§$ 896 §$ 1,216 
THCOME taxes Patds.§. ogee sich are acd eos b Aleve boa Ane hare dheataclend doectuare cube aioe aun uart $ 20,440 $ 20,519 §$ 50,201 
Capital expenditures included in current liabilities... 2.0... 2. eee eee $ 15,416 $ 7,332 $ 12,156 


See accompanying notes to Consolidated Financial Statements. 
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Texas Roadhouse, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
(Tabular amounts in thousands, except share and per share data) 
(1) Description of Business 


The accompanying Consolidated Financial Statements include the accounts of Texas Roadhouse, Inc. ("TRI"), our 
wholly-owned subsidiaries and subsidiaries in which we have a controlling interest (collectively, the "Company," "we," 
"our" and/or "us") as of December 31, 2019 and December 25, 2018 and for each of the years in the three-year period 
ended December 31, 2019. 


As of December 31, 2019, we owned and operated 514 restaurants and franchised an additional 97 restaurants in 
49 states and ten foreign countries. Of the 514 company restaurants that were operating at December 31, 2019, 494 were 
wholly-owned and 20 were majority-owned. Of the 97 franchise restaurants, 69 were domestic and 28 were international 
restaurants. 


As of December 25, 2018, we owned and operated 491 restaurants and franchised an additional 91 restaurants in 
49 states and nine foreign countries. Of the 491 company restaurants that were operating at December 25, 2018, 
471 were wholly-owned and 20 were majority-owned. Of the 91 franchise restaurants, 69 were domestic and 22 were 
international restaurants. 


(2) Summary of Significant Accounting Policies 
(a) Principles of Consolidation 


As of December 31, 2019 and December 25, 2018, we owned a 5.0% to 10.0% equity interest in 24 restaurants. 
Additionally, as of December 31, 2019 and December 25, 2018, we owned a 40% equity interest in four non-Texas 
Roadhouse restaurants as part of a joint venture agreement with a casual dining restaurant operator in China. The 
unconsolidated restaurants are accounted for using the equity method. Our investments in these unconsolidated affiliates 
are included in other assets in our consolidated balance sheets, and we record our percentage share of net income earned 
by these unconsolidated affiliates in our consolidated statements of income and comprehensive income under equity 
income from investments in unconsolidated affiliates. All significant intercompany balances and transactions for these 
unconsolidated restaurants as well as the entities whose accounts have been consolidated have been eliminated. 


(b) Fiscal Year 


We utilize a 52 or 53 week accounting period that typically ends on the last Tuesday in December. We utilize a 
13 week accounting period for quarterly reporting purposes, except in years containing 53 weeks when the fourth quarter 
contains 14 weeks. Fiscal year 2019 was 53 weeks in length. In fiscal year 2019, the 53"! week added $59.0 million to 
restaurant and other sales and $0.10 to $0.11 to diluted earnings per share in our consolidated statements of income and 
comprehensive income. Fiscal years 2018 and 2017 were 52 weeks in length. 


(c) Cash and Cash Equivalents 


We consider all highly liquid debt instruments with original maturities of three months or less to be cash 
equivalents. Cash and cash equivalents also included receivables from credit card companies, which amounted to $22.4 
million and $34.1 million at December 31, 2019 and December 25, 2018, respectively, because the balances are settled 
within two to three business days. 


(d) Receivables 


Receivables consist principally of amounts due from retail gift card providers, certain franchise restaurants for 
reimbursement of labor costs, pre-opening and other expenses, and franchise restaurants for royalty fees. 


Receivables are recorded at the invoiced amount and do not bear interest. The allowance for doubtful accounts is 


our best estimate of the amount of probable credit losses in our existing accounts receivable. We determine the 
allowance based on historical write-off experience. We review our allowance for doubtful accounts quarterly. Past due 
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Texas Roadhouse, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
(Tabular amounts in thousands, except share and per share data) 


balances over 120 days and a specified amount are reviewed individually for collectability. Account balances are 
charged off against the allowance after all means of collection have been exhausted and the potential for recovery is 
considered remote. 


(e) Inventories 


Inventories, consisting principally of food, beverages and supplies, are valued at the lower of cost (first-in, first-out) 
or net realizable value. 


(f) Property and Equipment 


Property and equipment are stated at cost. Expenditures for major renewals and betterments are capitalized while 
expenditures for maintenance and repairs are expensed as incurred. Depreciation is computed on property and 
equipment, including assets located on leased properties, over the shorter of the estimated useful lives of the related 
assets or the underlying lease term using the straight-line method. In most cases, assets on leased properties are 
depreciated over a period of time which includes both the initial term of the lease and one or more option periods. See 
note 2(g) for further discussion of leases. 


The estimated useful lives are: 


Land smprovements ss s.cdiudiuine se Ge goannas Mee baw ea eRe raw Meee da eeeaaaoee aes 10 - 25 years 
Buildings and leasehold improvements. ........... 0.0: c eee eee eee cette ene e teen eens 10 - 25 years 
Furniture, fixtures and €quipMent ...05.0i63.2.05c058 pahaedd shtb odode dsd aaah gags dadead eared badass 3 - 10 years 


The cost of purchasing transferable liquor licenses through open markets in jurisdictions with a limited number of 
authorized liquor licenses are capitalized as indefinite-lived assets and included in Property and equipment, net. 


Repairs and maintenance expense amounted to $27.9 million, $29.7 million and $25.8 million for the years ended 
December 31, 2019, December 25, 2018 and December 26, 2017, respectively. These costs are included in other 
operating costs in our consolidated statements of income and comprehensive income. 


(g) Leases 


We lease land and/or buildings for the majority of our restaurants under non-cancelable lease agreements which 
have initial terms and one or more option periods. In addition, certain of these leases contain pre-determined fixed 
escalations of the minimum rent over the lease term. 


Beginning in 2019 with the adoption of ASC 842, Leases, we recognize operating lease right-of-use assets and 
operating lease liabilities for these leases based on the present value of the lease payments over the lease term. In 
addition, for those leases with fixed escalations, we recognize the related rent expense on a straight-line basis over the 
lease term. See note 8 for further discussion of leases. 


(h) Goodwill 


Goodwill represents the excess of cost over fair value of assets of businesses acquired. In accordance with the 
provisions of Financial Accounting Standards Board ("FASB") Accounting Standards Codification ("ASC") 350, 
Intangibles—Goodwill and Other (""ASC 350"), we perform tests to assess potential impairments at the reporting unit 
level, which we define as the individual restaurant level. These tests are performed on an annual basis, or sooner if an 
event or other circumstance indicates that goodwill may be impaired. Prior to 2019, this annual assessment occurred at 
the end of each fiscal year. In 2019, we changed the annual assessment date to the beginning of our fourth quarter. As 
our primary indicator of impairment is a decrease in cash flows and because we have a significant number of reporting 
units with goodwill, an earlier evaluation date will allow us to more timely identify potential impairments. This change 
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Texas Roadhouse, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
(Tabular amounts in thousands, except share and per share data) 


was not due to any goodwill impairment concerns within any of our reporting units. In addition, we determined this did 
not represent a material change to a method of applying an accounting principle. 


In the first step of the review process, we compare the estimated fair value of the restaurant with its carrying value, 
including goodwill. If the estimated fair value of the restaurant exceeds its carrying amount, no further analysis is 
needed. If the estimated fair value of the restaurant is less than its carrying amount, the second step of the review 
process requires the calculation of the implied fair value of the goodwill by allocating the estimated fair value of the 
restaurant to all of the assets and liabilities of the restaurant as if it had been acquired in a business combination. The 
residual fair value after this allocation is the implied fair value of the reporting unit goodwill. If the carrying value of the 
goodwill associated with the restaurant exceeds the implied fair value of the goodwill, an impairment loss is recognized 
for that excess amount. 


The valuation approaches used to determine fair value are subject to key judgments and assumptions that are 
sensitive to change such as judgments and assumptions about appropriate revenue growth rates, operating margins, 
weighted average cost of capital and comparable company and acquisition market multiples. In estimating the fair value 
using the capitalization of earnings method or discounted cash flows, we consider the period of time the restaurant has 
been open, the trend of operations over such period and future periods, expectations of future sales growth and terminal 
value. Assumptions about important factors such as the trend of future operations and sales growth are limited to those 
that are supportable based upon the plans for the restaurant and actual results at comparable restaurants. When 
developing these key judgments and assumptions, we consider economic, operational and market conditions that could 
impact fair value. The judgments and assumptions used are consistent with what we believe hypothetical market 
participants would use. However, estimates are inherently uncertain and represent only our reasonable expectations 
regarding future developments. If the estimates used in performing the impairment test prove inaccurate, the fair value 
of the restaurants may ultimately prove to be significantly lower, thereby causing the carrying value to exceed the fair 
value and indicating impairment has occurred. 


In 2019, 2018 and 2017, as a result of our annual goodwill impairment analysis, we determined that there was no 
goodwill impairment. Refer to note 7 for additional information related to goodwill and intangible assets. 


(i) Other Assets 


Other assets consist primarily of deferred compensation plan assets, investments in unconsolidated affiliates and 
deposits. For further discussion of the deferred compensation plan, see note 15. 


(j) Impairment or Disposal of Long-lived Assets 


In accordance with ASC 360, Property, Plant and Equipment, long-lived assets related to each restaurant to be held 
and used in the business, such as property and equipment, right-of-use assets and intangible assets subject to 
amortization, are reviewed for impairment whenever events or changes in circumstances indicate that the carrying 
amount of a restaurant may not be recoverable. When we evaluate restaurants, cash flows are the primary indicator of 
impairment. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of the 
restaurant to estimated undiscounted future cash flows expected to be generated by the restaurant. Under our policies, 
trailing 12-month cash flow results under a predetermined amount at the individual restaurant level signals potential 
impairment. In our evaluation of restaurants that do not meet the cash flow threshold, we estimate future undiscounted 
cash flows from operating the restaurant over its estimated useful life, which can be for a period of over 20 years. In the 
estimation of future cash flows, we consider the period of time the restaurant has been open, the trend of operations over 
such period and future periods and expectations of future sales growth. Assumptions about important factors such as the 
trend of future operations and sales growth are limited to those that are supportable based upon the plans for the 
restaurant and actual results at comparable restaurants. Ifthe carrying amount of the restaurant exceeds its estimated 
undiscounted future cash flows, an impairment charge is recognized by the amount by which the carrying amount 
exceeds the estimated fair value of the assets. We generally measure fair value by independent third party appraisal or 
discounting estimated future cash flows. When fair value is measured by discounting estimated future cash flows, the 


Texas Roadhouse, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
(Tabular amounts in thousands, except share and per share data) 


assumptions used are consistent with what we believe hypothetical market participants would use. We also use a 
discount rate that is commensurate with the risk inherent in the projected cash flows. The adjusted carrying amounts of 
assets to be held and used are depreciated over their remaining useful life. See note 16 for further discussion of amounts 
recorded as part of our impairment analysis. 


(k) Insurance Reserves 


We self-insure a significant portion of expected losses under our health, workers’ compensation, general liability, 
employment practices liability, and property insurance programs. We purchase insurance for individual claims that 
exceed the retention amounts listed below: 


Employment practices liability/Class Action ..... 0.0... c cece cece eee eens $250,000 / $2,000,000 
Workers: COMpenSAatlOM : o cm), sasce.c lesen k asics etuct BR Grind Gia Gaon ees Ree $350,000 
Gra) 1s 2) BGT 10) | Un eeeneeeereenrartra ara ara are era areca a rarer asa ere era ere Gra ara erg ere areca are ere eee ore eee area $500,000 
PROP STUY. sa cssoancetsh erst esiok, Beh ttn bed a a oe LR oe oe $250,000 
Pmployee MealhCare,.. «cscs «cscs 4 otaes tates adetans eated ites abend ed Gated adateen ataend, ibang, $350,000 


We record a liability for unresolved claims and for an estimate of incurred but not reported claims based on 
estimates provided by management, a third party administrator and/or actuary. The estimated liability is based on a 
number of assumptions and factors regarding economic conditions, the frequency and severity of claims and claim 
development history and settlement practices. Our assumptions are reviewed, monitored, and adjusted when warranted 
by changing circumstances. 


() Segment Reporting 


We consider our restaurant and franchising operations as similar and have aggregated them into a single reportable 
segment. The majority of the restaurants operate in the U.S. within the casual dining segment of the restaurant industry, 
providing similar products to similar customers. The restaurants also possess similar pricing structures, resulting in 
similar long-term expected financial performance characteristics. As of December 31, 2019, we operated 514 
restaurants, each as a single operating segment, and franchised an additional 97 restaurants. Revenue from external 
customers is derived principally from food and beverage sales. We do not rely on any major customers as a source of 
revenue. 


(m) Revenue Recognition 


We recognize revenue from restaurant sales when food and beverage products are sold. Deferred revenue primarily 
represents our liability for gift cards that have been sold, but not yet redeemed. When the gift cards are redeemed, we 
recognize restaurant sales and reduce deferred revenue. We also recognize revenue from our franchising of Texas 
Roadhouse restaurants. This includes franchise royalties, initial and upfront franchise fees, fees paid to our domestic 
marketing and advertising fund, and fees for supervisory and administrative services. For further discussion of revenue, 
see note 3. 


We adopted ASC 606, Revenue from Contracts with Customers, as of the beginning of our 2018 fiscal year. This 
ASC requires an entity to allocate the transaction price received from customers to each separate and distinct 
performance obligation and recognize revenue as these performance obligations are satisfied. This standard replaces 
most existing revenue recognition guidance in conformity with generally accepted accounting principles in the United 
States ("GAAP"). The adoption of this standard did not have an impact on our recognition of sales from company 
restaurants or our recognition of continuing fees from franchisees, which are based on a percentage of franchise 
restaurant sales. As further detailed below, the adoption of this standard did have an impact on the recognition of initial 
franchise fees and upfront fees from international development agreements. In addition, certain transactions that were 
previously recorded as expense prior to adoption are now classified as revenue. We utilized the cumulative-effect 
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method of adoption and recorded a $0.9 million reduction, net of tax, to retained earnings as of the first day of fiscal 
2018 to reflect the change in the recognition pattern of initial franchise fees and upfront fees. The comparative financial 
information prior to adoption has not been restated and continues to be reported under the accounting standards in effect 
for those periods. The impact of adopting ASC 606 as compared to the previous revenue recognition guidance on our 
consolidated balance sheet and our consolidated statements of income and comprehensive income was not significant. 


Under ASC 606, because the services we provide related to initial franchise fees and upfront fees from international 
development agreements do not contain separate and distinct performance obligations from the franchise right, these fees 
are recognized on a straight-line basis over the term of the associated franchise agreement. Under previous guidance, 
initial franchise fees were recognized when the related services had been provided, which was generally upon the 
opening of the restaurant, and upfront fees were recognized on a pro-rata basis as restaurants under the development 
agreement were opened. These fees continue to be recorded as a component of franchise royalties and fees in our 
consolidated statements of income and comprehensive income. ASC 606 requires sales-based royalties to continue to be 
recognized as franchise restaurant sales occur. 


In addition, certain transactions that were previously recorded as expense prior to adoption are now classified as 
revenue. These transactions include breakage income and third party gift card fees from our gift card program as well as 
accounting fees, supervision fees and advertising contributions received from our franchisees. Under ASC 606, 
breakage income and third party gift card fees are recorded as a component of restaurant and other sales in our 
consolidated statements of income and comprehensive income. Under previous guidance, these transactions were 
recorded as a component of other operating expense. Also under ASC 606, accounting fees, supervision fees and 
advertising contributions received from our franchisees are recorded as a component of franchise royalties and fees in 
our consolidated statements of income and comprehensive income. Under previous guidance, these transactions were 
recorded as a reduction of general and administrative expense. As noted above, we adopted ASC 606 as of the 
beginning of our 2018 fiscal year. The comparative financial information prior to adoption has not been restated and 
continues to be reported under the accounting standards in effect for those periods. For further discussion of revenue, see 
note 3. 


(n) Income Taxes 


We account for income taxes in accordance with ASC 740, Income Taxes, under which deferred assets and 
liabilities are recognized based upon anticipated future tax consequences attributable to differences between financial 
statement carrying values of assets and liabilities and their respective tax bases. We recognize both interest and penalties 
on unrecognized tax benefits as part of income tax expense. A valuation allowance is established to reduce the carrying 
value of deferred tax assets if it is considered more likely than not that such assets will not be realized. Any change in 
the valuation allowance would be charged to income in the period such determination was made. For all years presented, 
no valuation allowances have been recorded. 


(0) Advertising 


We have a domestic system-wide marketing and advertising fund. We maintain control of the marketing and 
advertising fund and, as such, have consolidated the fund’s activity for the years ended December 31, 2019, 
December 25, 2018 and December 26, 2017. Domestic company and franchise restaurants are required to remit a 
designated portion of sales, currently 0.3%, to the advertising fund. Advertising contributions related to company 
restaurants are recorded as a component of other operating costs. Advertising contributions received from our 
franchisees are recorded as a component of franchise royalties and fees in our consolidated statements of income and 
comprehensive income. 


Other costs related to local restaurant area marketing initiatives are included in other operating costs in our 
consolidated statements of income and comprehensive income. These costs and the company-owned restaurant 
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contribution amounted to $18.3 million, $17.1 million and $14.5 million for the years ended December 31, 2019, 
December 25, 2018 and December 26, 2017, respectively. 


(p) Pre-opening Expenses 


Pre-opening expenses, which are charged to operations as incurred, consist of expenses incurred before the opening 
of a new or relocated restaurant and are comprised principally of opening team and training team compensation and 
benefits, travel expenses, rent, food, beverage and other initial supplies and expenses. 


(q) Use of Estimates 


We have made a number of estimates and assumptions relating to the reporting of assets and liabilities, the 
disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reporting of 
revenue and expenses during the period to prepare these consolidated financial statements in conformity with GAAP. 
Significant items subject to such estimates and assumptions include the carrying amount of property and equipment, 
goodwill, obligations related to insurance reserves, leases and leasehold improvements, legal reserves, gift card breakage 
and third party fees and income taxes. Actual results could differ from those estimates. 


(r) Comprehensive Income 


ASC 220, Comprehensive Income, establishes standards for reporting and the presentation of comprehensive 
income and its components in a full set of financial statements. Comprehensive income consists of net income and 
foreign currency translation adjustments which are excluded from net income under GAAP. Foreign currency 
translation adjustment represents the unrealized impact of translating the financial statements of our foreign investment. 
This amount is not included in net income and would only be realized upon the disposition of our investment. 


(s) Fair Value of Financial Instruments 


Fair value is defined as the price that we would receive to sell an asset or pay to transfer a liability in an orderly 
transaction between market participants on the measurement date. We use a three-tier fair value hierarchy based upon 
observable and non-observable inputs that prioritizes the information used to develop our assumptions regarding fair 
value. Fair value measurements are separately disclosed by level within the fair value hierarchy. Refer to note 15 for 
further discussion of fair value measurement. 


() Recent Accounting Pronouncements 
Leases 
(Accounting Standards Codification 842, "ASC 842") 


On December 26, 2018, we adopted ASC 842, Leases, which requires an entity to recognize a right-of-use asset and 
a lease liability for virtually all leases. As further described in note 8, we lease land and/or buildings for the majority of 
our restaurants under non-cancelable lease agreements. We adopted ASC 842 using a modified retrospective approach. 
As a result, the comparative financial information has not been updated and the required disclosures prior to the date of 
adoption have not been updated and continue to be reported under the accounting standards in effect for those periods. 


ASC 842 also permitted the election of certain practical expedients upon adoption. We elected the transition 
package of practical expedients which allowed us to carryforward the historical lease classification. We also elected the 
practical expedient to not separate lease and non-lease components for all leases entered into after the date of adoption. 
Finally, we elected the hindsight practical expedient which required us to assess the lease term for all existing leases. 
This resulted in extending the terms for certain existing leases in which renewal options had already been exercised or 
were reasonably certain of being exercised and shortening the terms for certain existing leases in which renewal options 
were not reasonably certain of being exercised. As a result of the hindsight election, we recorded a $2.7 million 
reduction, net of tax, to retained earnings as of the first day of fiscal 2019 to reflect the change in lease terms. 
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The adoption of this standard had a significant impact on our consolidated balance sheet. There was no significant 
impact to our results of operations or cash flows. This standard did not have a significant impact on our liquidity or on 
our compliance with our financial covenants associated with our credit facility. 


Financial Instruments 
(Accounting Standards Update 2016-13, "ASU 2016-13") 


In June 2016, the FASB issued ASU 2016-13, Financial Instruments — Credit Losses (Topic 326): Measurement of 
Credit Losses on Financial Instruments, which requires measurement and recognition of expected versus incurred losses 
for financial assets held. ASU 2016-13 is effective for annual periods beginning after December 15, 2019 (our 2020 
fiscal year), and for interim periods within those years, with early adoption permitted for annual periods beginning after 
December 15, 2018. We do not believe this standard will have a significant impact on our consolidated financial 
statements. 


Goodwill 
(Accounting Standards Update 2017-04, "ASU 2017-04") 


In January 2017, the FASB issued ASU 2017-04, Intangibles — Goodwill and Other (Topic 350): Simplifying the 
Test for Goodwill Impairment, which simplifies the accounting for goodwill impairment and is expected to reduce the 
cost and complexity of accounting for goodwill. ASU 2017-04 removes Step 2 of the goodwill impairment test, which 
requires a hypothetical purchase price allocation. Instead, goodwill impairment will be the amount by which a reporting 
unit’s carrying value exceeds its fair value, not to exceed the carrying amount of the goodwill. ASU 2017-04 is effective 
for annual and interim periods for fiscal years beginning after December 15, 2019 (our 2020 fiscal year) and will be 
applied on a prospective basis. Early adoption is permitted for interim and annual goodwill impairment tests performed 
on testing dates after January 1, 2017. We do not believe this standard will have a significant impact on our consolidated 
financial statements. 


Fair Value Measurement 
(Accounting Standards Update 2018-13, "ASU 2018-13") 


In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework — 
Changes to the Disclosure Requirements for Fair Value Measurement, which changes disclosure requirements for fair 
value measurements. ASU 2018-13 is effective for fiscal years beginning after December 15, 2019 (our 2020 fiscal 
year) and for interim periods within those years, with early adoption permitted. We do not believe this standard will 
have a significant impact on our consolidated financial statements. 


(3) Revenue 


The following table disaggregates our revenue by major source (in thousands): 


Fiscal Year Ended 











December 31, December 25, December 26, 
2019 2018 2017 
Restaurant and.other sales: . ....654.. 0 cccv cae ceded cas ead earenealen es $ 2,734,177 $ 2,437,115 $ 2,203,017 
ranchise Toy alues: s<st.qrea:iqsaaaseataee naeeeaueauareauaeeaes 19,445 17,443 16,195 
PraMmGhiSG 16S) o.1).c12.0-,.40h4racraceateatacina nntnarananaruaenaraainaragieatedihaie.s 2,541 2,891 319 
Total TEVOMUE 055d. deecind cS anh badnd does eedimndnd Souandideas dnb heard Sand ane es $ 2,756,163 $ 2,457,449 $ 2,219,531 
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Restaurant sales include the sale of food and beverage products to our customers. We recognize this revenue when 
the products are sold. All sales taxes collected from customers and remitted to governmental authorities are accounted 
for on a net basis and therefore are excluded from revenue in the consolidated statements of income and comprehensive 
income. 


Other sales include the amortization of gift card breakage and fees associated with third party gift card sales. We 
record deferred revenue for gift cards that have been sold but not yet redeemed. When the gift cards are redeemed, we 
recognize restaurant sales and reduce deferred revenue. For some of the gift cards that are sold, the likelihood of 
redemption is remote. When the likelihood of a gift card's redemption is determined to be remote, we record a breakage 
adjustment and reduce deferred revenue by the amount never expected to be redeemed. We use historic gift card 
redemption patterns to determine when the likelihood of a gift card's redemption becomes remote and have determined 
that 4% of the value of the gift cards sold by our company and our third party retailers will never be redeemed. This 
breakage adjustment is recorded consistent with the historic redemption pattern of the associated gift card. In addition, 
we incur fees on all gift cards that are sold through third party retailers. These fees are also deferred and recorded 
consistent with the historic redemption pattern of the associated gift cards. For the years ended December 31, 2019 and 
December 25, 2018, we recognized gift card fees, net of gift card breakage income, of $9.1 million and $5.2 million, 
respectively. Total deferred revenue related to our gift cards is included in deferred revenue-gift cards in our 
consolidated balance sheets and includes the full value of unredeemed gift cards less the amortized portion of the 
breakage rates and the unamortized portion of third party fees. As of December 31, 2019 and December 25, 2018, our 
deferred revenue balance related to gift cards was $209.3 million and $192.2 million, respectively. This change was 
primarily due to the sale of additional gift cards partially offset by the redemption of gift cards. We recognized 
restaurant sales of $135.2 million for the year ended December 31, 2019 related to the amount in deferred revenue as of 
December 25, 2018. We recognized restaurant sales of $108.7 million for the year ended December 25, 2018 related to 
the amount in deferred revenue as of December 26, 2017. 


Franchise royalties include continuing fees received from our franchising of Texas Roadhouse restaurants. We 
execute franchise agreements for each franchise restaurant which sets out the terms of our arrangement with the 
franchisee. These agreements require the franchisee to pay ongoing royalties of generally 4.0% of gross sales from our 
domestic franchisees, along with royalties paid to us by our international franchisees. Franchise royalties are recognized 
as revenue as the corresponding franchise restaurant sales occur. 


Franchise fees are all remaining fees from our franchisees including initial fees, upfront fees from international 
agreements, fees paid to our domestic marketing and advertising fund, and fees for supervisory and administrative 
services. Our franchise agreements typically require the franchisee to pay an initial, non-refundable fee. Subject to our 
approval and payment of a renewal fee, a franchisee may generally renew the franchise agreement upon its expiration. 
These initial fees and renewal fees are deferred and recognized over the term of the agreement. We also enter into area 
development agreements for the development of international Texas Roadhouse restaurants. Upfront fees from 
development agreements are deferred and recognized on a pro-rata basis over the term of the individual restaurant 
franchise agreement as restaurants under the development agreement are opened. Our domestic franchise agreement 
also requires our franchisees to remit 0.3% of sales to our system-wide marketing and advertising fund. These amounts 
are recognized as revenue as the corresponding franchise restaurant sales occur. Finally, we perform supervisory and 
administrative services for certain franchise restaurants for which we receive management fees, which are recognized as 
the services are performed. Total deferred revenue related to our franchise agreements is included in other liabilities in 
our consolidated balance sheets and was $1.9 million as of December 31, 2019 and $1.8 million as of December 25, 
2018. We recognized revenue of $0.3 million for both years ended December 31, 2019 and December 25, 2018 related 
to the amounts in deferred revenue as of December 25, 2018 and December 26, 2017, respectively. 


(4) Acquisitions 
On October 28, 2019, we acquired one franchise restaurant in Georgia which was subsequently relocated. Pursuant 


to the terms of the acquisition agreement, we paid a total purchase price of $1.5 million. This transaction was accounted 
for using the purchase method as defined in ASC 805, Business Combinations ("ASC 805"). As a result of this 
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acquisition, $1.5 million of goodwill was generated, which is not amortizable for book purposes, but is deductible for tax 
purposes. 


On December 3, 2018, we acquired one franchise restaurant in Florida which was subsequently relocated. Pursuant 
to the terms of the acquisition agreement, we paid a total purchase price of $2.2 million, net of a $0.3 million charge to 
settle a pre-existing relationship. This transaction was accounted for using the purchase method as defined in ASC 805. 
As a result of this acquisition, $2.2 million of goodwill was generated, which is not amortizable for book purposes, but is 
deductible for tax purposes. 


These acquisitions are consistent with our long-term strategy to increase net income and earnings per share. Pro 
forma results of operations and revenue and earnings for the years ended December 31, 2019 and December 25, 2018 
have not been presented because the effect of the acquisitions was not material to our consolidated financial position, 
results of operations or cash flows. 


(5) Long-term Debt 


On August 7, 2017, we entered into the Amended and Restated Credit Agreement (the "Amended Credit 
Agreement") with respect to our revolving credit facility with a syndicate of commercial lenders led by JPMorgan Chase 
Bank, N.A., PNC Bank, N.A., and Wells Fargo Bank, N.A. The amended revolving credit facility remains an unsecured, 
revolving credit agreement under which we may borrow up to $200.0 million with the option to increase the amended 
revolving credit facility by an additional $200.0 million subject to certain limitations. The Amended Credit Agreement 
extends the maturity date of our revolving credit facility until August 5, 2022. 


The terms of the Amended Credit Agreement require us to pay interest on outstanding borrowings at the London 
Interbank Offered Rate ("LIBOR") plus a margin of 0.875% to 1.875% and to pay a commitment fee of 0.125% to 
0.30% per year on any unused portion of the amended revolving credit facility, in each case depending on our leverage 
ratio, or the Alternate Base Rate, which is the highest of the issuing banks’ prime lending rate, the Federal Reserve Bank 
of New York rate plus 0.50% or the Adjusted Eurodollar Rate for a one month interest period on such day plus 1.0%. In 
April 2018, we paid off our outstanding credit facility of $50.0 million. The weighted-average interest rate for the 
amended revolving credit facility as of December 31, 2019 and December 25, 2018 was 2.64% and 3.81%, respectively. 
As of December 31, 2019, we had $191.8 million of availability, net of $8.2 million of outstanding letters of credit. 


The lenders’ obligation to extend credit pursuant to the Amended Credit Agreement depends on us maintaining 
certain financial covenants, including a minimum consolidated fixed charge coverage ratio of 2.00 to 1.00 anda 
maximum consolidated leverage ratio of 3.00 to 1.00. The Amended Credit Agreement permits us to incur additional 
secured or unsecured indebtedness outside the amended revolving credit facility, except for the incurrence of secured 
indebtedness that in the aggregate is equal to or greater than $125.0 million and 20% of our consolidated tangible net 
worth. We were in compliance with all financial covenants as of December 31, 2019. 


Texas Roadhouse, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
(Tabular amounts in thousands, except share and per share data) 
(6) Property and Equipment, Net 
Property and equipment were as follows: 


December 31, December 25, 





2019 2018 

Land and improvements............... 00 c eee eee ees $ 135,708 $ 127,579 
Buildings and leasehold improvements.................0005. 922,036 835,490 
Furniture, fixtures and equipment .................0 00. e eee 614,920 556,254 
COnStUCHION IN. PIORTESS 6 i0:cccaea eae aie eaae ai care wenn ea ne 51,924 28,975 
WiGUOTTCENSCS .:5-2.2 deccsreacrs nace aeencra. aie apeaseremenacea;atedenases 10,963 10,829 

1,735,551 1,559,127 
Accumulated depreciation and amortization.................. (678,988) (602,451) 





$ 1,056,563 $ 956,676 








There was no interest capitalized in connection with restaurant construction for the year ended December 31, 2019. 
For the years ended December 25, 2018 and December 26, 2017, the amount of interest capitalized in connection with 
restaurant construction was $0.1 million and $0.4 million, respectively. 
(7) Goodwill and Intangible Assets 


The changes in the carrying amount of goodwill and intangible assets are as follows: 


Goodwill Intangible Assets 








Balance as of December 26, 2017 (1)... 0... ee eee eee eee $121,040 $ 2,700 
PRG GMI OMNS sa; cgncacgaaue Gar ge iag GE ed Glas atale Heels wee aes ahaa 2,180 oa 
Amortization expense... ... 0.0.0... e cece cee eee — (741) 
Disposals and Other, Met ccc sh daw sees eae Se yeaa ated — — 
TARA AMEN TG he stint ac baasenien aknc tease da afin BU ace Steep Rideh dew aah — — 
Balance as of December 25, 2018 ............ 0.00 cece eee eee $123,220 §$ 1,959 
76 CGH 0) 0 Ce aaa 1,528 — 
AMOrtiZAtlON EXPENSE... sc cais wen ewe acs Wen eae a en eawea ane eet s — (725) 
Disposals and Other met... ccs: ueateeneweataeet esate ces wees = = 
TAP AMINEME, tee ain. treaseara senate seeateacaare eaareaeaase Veaieaeaea tedes — — 
Balance as of December 31, 2019 ........... 0.0... c eee eee $124,748 §$ 1,234 








(1) Net of $4.8 million of accumulated goodwill impairment losses. 


Intangible assets consist of reacquired franchise rights. The gross carrying amount and accumulated amortization of 
the intangible assets at December 31, 2019 were $15.4 million and $14.1 million, respectively. As of December 25, 
2018, the gross carrying amount and accumulated amortization of the intangible assets was $15.4 million and 
$13.4 million, respectively. We amortize reacquired franchise rights on a straight-line basis over the remaining term of 
the franchise operating agreements, which varies by restaurant. Amortization expense for the next five years is expected 
to range from $0.1 million to $0.4 million. Refer to note 4 for discussion of the acquisitions completed for the years 
ended December 31, 2019 and December 25, 2018. 
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(8) Leases 


We recognize right-of-use assets and lease liabilities for both real estate and equipment leases that have a term in 
excess of one year. As of December 31, 2019, these amounts were as follows: 











Leases 
Real estate Equipment Total 
Operating lease right-of-use assets..........0... 000 c eee ee eens $ 495,903 $ 3,898 §$ 499,801 
Current portion of operating lease liabilities..................... 15,966 1,297 17,263 
Operating lease liabilities, net of current portion ................. 536,109 2,601 538,710 
Total operating lease liabilities.........0. 00. 0c ccc cece $ 552,075 $ 3,898 §$ 555,973 








Information related to our real estate leases as of and for the fiscal year ended December 31, 2019 was as follows 
(in thousands): 





























Fiscal Year Ended 
Real estate costs December 31, 2019 
Operating Teasets (inten cen cnssc nates cons haters neni matins meets custo hetos otnrnmetaseuneneetoree $ 54,844 
Variable lease:.c..ic0scoeiadiaareietnneeene tna eiathaer hie henee career hiess 1,590 
Shott-termlease. cc crecce eee eee eae eae eae nnines 120 
Totalilease:COsts. x2 cas sons ec tene Hoga needed sean eeae Sona ted on see e ened se on $ 56,554 
Real estate lease liability maturity analysis Total 
PA O90 ree Star cene Ster areata eta ara erece eater erecta eee cone renee ee cere ae eee cee eae ee te eee ee ee $ 52,450 
OD Vers race gestae fe eette 8 Aaa pe iat buen htetstea dace cbce cba haba, ec totage Butta dai Suda tat eatn ace oust ad eae 53,393 
2022 debe bine gegen ane sate aNd aD aN SnD eae Gena ed Gena aN Ga 54,229 
2023: 5 PRESS REESE ae eas eR Hae Sa Hae aU eee sau ale aa eaeae cia anemia eas 54,268 
2074 ee Oana san an enone Rhea an hear meme esine eanneainn caeeeinn cnn 54,362 
Thereafter ns. ich nis bid othe be enns bb phe bl erie ibienibe hbekie hisses 721,619 
SPOtAll ste saierd snc a eeses ome eee teas Soe nee sen 2 uaa Gs eo ntee seo eee eee sean $ 990,321 
MSS SS MUSES She ses acacecncepcscesa.osea coaretas te. Sess tree panne tigre Gea ecg es anan ted and aetna ace es a 438,246 
Total discounted operating lease liabilities .......... 000 c cece ccc cece eee eens $ 552,075 

Fiscal Year Ended 
Real estate leases other information 0111 Beceem er 31,2019 
Cash paid for amounts included in measurement of operating lease liabilities .......... $ 49,018 
Right-of-use assets obtained in exchange for new operating lease liabilities............ $ 51,220 
Weighted-average remaining lease term (years)......... 0.00 cece eee eee eee eee 17.82 
Weighted-average discount rate 2.0... kee tte een eens 6.77 


Operating lease payments exclude $32.6 million of minimum lease payments for executed real estate leases that we 
have not yet taken possession. In addition to the above operating leases, as of December 31, 2019 we had one finance 
lease with a right-of-use asset balance and lease liability balance of $1.7 million and $2.1 million, respectively. The 
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right-of-use asset balance is included as a component of other assets and the lease liability balance as a component of 
other liabilities in the consolidated balance sheets. 


Beginning in 2019, we recognize operating lease right-of-use assets and operating lease liabilities for real estate 
leases, including our restaurant leases and Support Center lease, as well as certain restaurant equipment leases based on 
the present value of the lease payments over the lease term. We estimate the present value based on our incremental 
borrowing rate which corresponds to the underlying lease term. In addition, operating lease right-of-use assets are 
reduced for accrued rent and increased for any initial direct costs recognized at lease inception. For leases commencing 
in 2019 and later, we account for lease and non-lease components as a single lease component. 


Certain of our operating leases contain predetermined fixed escalations of the minimum rent over the lease term. 
For these leases, we recognize the related rent expense on a straight-line basis over the lease term. We may receive rent 
concessions or leasehold improvement incentives upon opening a restaurant that is subject to a lease which we consider 
when determining straight-line rent expense. We also may receive rent holidays, which would begin on the possession 
date and end when the store opens, during which no cash rent payments are typically due under the terms of the lease. 
Rent holidays are included in the lease term when determining straight-line rent expense. In recognizing straight-line 
rent expense, we record the difference between amounts charged to operations and amounts paid as accrued rent. 
Straight-line rent expense is included as an operating lease cost in the table above. 


Certain of our operating leases contain clauses that provide for additional contingent rent based on a percentage of 
sales greater than certain specified target amounts. We recognize contingent rent expense prior to the achievement of the 
specified target that triggers the contingent rent, provided achievement of the target is considered probable. In addition, 
certain of our operating leases have variable escalations of the minimum rent that depend on an index or rate. We 
recognize variable rent expense when the escalation is determinable. Contingent rent and variable rent expense are 
included as variable lease costs in the table above. 


The following is a schedule of future minimum lease payments required for operating leases that have remaining 
terms in excess of one year as of December 25, 2018: 














Operating 
Leases 
DONO as ce se aha tecs lessor locate oa sa aber clors (arsin a laisse s loos ara lester eicis lo witers ous os lgcdtars lo rane alestars a ots lecetens (or sincslecetorn ts $ 50,030 
QO researc nc stese tar day etna tg seat tacsttar ede: acec tester stece ata pete atece tar seg totes ta seat tacstawete: acne stonntar ete eaerststncstacstardgateneshyeane ets 49,582 
PLOOH MeN are Rete ane eR ee ae eR ee eee ee Rea ee ane ae eR re Ree ore ae Mee crear at se Rear eee CR ee eee are 49,917 
P) Pree eee ET ee TE ee RTS eee ee Cee ee et ee eA ee ae ee ee eee eee eee ee eee ear eee eee eee 50,237 
HL VER eee eT ee eee ee eee ee ee ee ee ee ee ee eee ee ee ee ee eee ee eee ee eee 49,854 
PTE ROAMUET «25.ts5.6.05,8.tash.05.c. Scere, 0 oh eeee occ, fetdeteo bode Btn OE oe ecto dae Pee eee aE SE 677,710 
Ota in. Sacate- ater dete eevee dee ie dns aac aed a Bsca ec daha Ba ee aren Mee ad bcd a Be Rac Barba Be Maree Be Meare Wa area aor $ 927,330 
Rent expense for operating leases consisted of the following: 
Fiscal Year Ended 
December 25, 2018 December 26, 2017 
Minimum rent—occupancy ....... 0... e teens $ 47,741 §$ 43,621 
Contingent rent: :.:62c0h08) eehdie aa es Se as Sales Ca ee ee 1,050 1,186 
Rent, EXPENse, OCCUPANCY 3:0 d.5.ccsceccene.dieeie Meece Re aie Siva Rie ete Suey Beas e ats 48,791 44,807 
Minimum rent—equipment and other......... 0.0... eee e eee eee 6,176 5,087 
IRCitiGx pense 224i: 4g diet to bee d d d ded $ 54,967 $ 49,894 
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(9) Income Taxes 


Components of our income tax provision for the years ended December 31, 2019, December 25, 2018 and 
December 26, 2017 are as follows: 

















Fiscal Year Ended 
December 31, 2019 December 25,2018 December 26, 2017 
Current: 
Federal) ¢603.5- ents cnoe earn enee eee $ 15,643 $ 2,934 $ 43,108 
States. icivnhiehabenkeeaneenienes 10,050 8,794 10,233 
POTION oi cee toc bees rdesaaee 369 210 309 
Total current. <. 3 sicc5 600.3 saci s 26,062 11,938 53,650 
Deferred: 
Federal ..... 0... 0c cc cece eee 4,396 11,909 (4,830) 
fe: | (ae Tr Er 1,939 410 (239) 
Total deferred................... 6,335 12,319 (5,069) 
Income tax provision ................ $ 32,397 §$ 24,257 §$ 48,581 





Our pre-tax income is substantially derived from domestic restaurants. 


A reconciliation of the statutory federal income tax rate to our effective tax rate for December 31, 2019, 
December 25, 2018 and December 26, 2017 is as follows: 


Fiscal Year Ended 
December 31, 2019 December 25, 2018 December 26, 2017 











Tax at statutory federal rate....... 21.0 % 21.0 % 35.0 % 
State and local tax, net of federal 

DENCHitiei ir etnteneage sees cee eae 3.8 3.6 3.3 
FICA tip tax credit .............. (9.4) (9.6) (7.0) 
Work opportunity tax credit....... (1.5) (1.5) (0.9) 
Stock compensation ............. (0.1) (1.4) (1.8) 
Net income attributable to 

noncontrolling interests .......... (0.6) (0.8) (1.1) 
Officers compensation ........... 1.2 1.7 0.1 
Wax TO LOE Ua. sear sciepcts gce-wieaacatng eave — = (1.7) 
OR Cate gears sete tts ca tvgeg arta cer ate 0.7 (0.1) 0.2 
TWOtali sins wists nuaaauk byek baer ea 15.1% 12.9 % 26.1 % 








Our effective tax rate increased to 15.1% in 2019 compared to 12.9% in 2018 primarily due to lower excess tax 
benefits related to our share-based compensation program partially offset by lower non-deductible officer compensation. 
In addition, the prior year tax rate benefitted from an adjustment related to tax reform that we recorded in conjunction 
with the filing of our 2017 tax return. 


Our effective tax rate decreased to 12.9% in 2018 compared to 26.1% in 2017 primarily due to new tax legislation 
enacted in late 2017. As a result of the new tax legislation, significant tax changes were enacted including a reduction of 
the federal corporate tax rate from 35.0% to 21.0% and changes in the federal taxes paid on foreign sourced earnings. 
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Components of deferred tax liabilities, net are as follows: 


December 31, 2019 December 25, 2018 





Deferred tax assets: 














Deferred revenue—gift cards ........... 0.000 e eee $ 16,122 $ 12,851 
Insurance TESERVES: .c5:5 es2sce oa baa ee ea gale wean als 4,774 3,949 
Other TOSCLV CS): x!ecsrsce ste araaee aeeneta- ence waneeapanee agit 601 890 
Share-based compensation .............00.0 eee aes 5,510 4,623 
Operating lease liabilities ...................00 000) 137,744 = 
WDGHSISG TEM iss2.5.s20 ccase-speare wae teatsetpaniee seadea shat ats — 12,179 
Deferred compensation .............00 00: e eee eee 10,503 8,483 
Tax credit carryforwards ............ 000. c eee eee 1,710 — 
UME ASSES prs. rcica- sens setennce madpaaiacen haaeeeaeiataaenss 2,482 2,212 
Total deferred tax asset -.3.2 b:206-5n20-h .ncdnne dd eaceb nanberd 179,446 45,187 
Deferred tax liabilities: 
Property and equipment..................0 0. (63,777) (50,513) 
Goodwill and intangibles................... 000 ee ee (6,241) (5,398) 
Operating lease right-of-use asset..............00005 (123,813) — 
Other liabilities... 0.0... eee eee (8,310) (6,544) 
Total deferred tax liability ....... 0.0.0... eee eee (202,141) (62,455) 
Net deferred tax liability...................02..000005 $ (22,695) $ (17,268) 








As of December 31, 2019, we have federal tax credit carryforwards of $1.5 million expiring in 2038 and state tax 
credit carryforwards of $0.2 million expiring in 2023. 


We have not provided any valuation allowance as we believe the realization of our deferred tax assets is more likely 
than not. 


A reconciliation of the beginning and ending liability for unrecognized tax benefits, all of which would impact the 
effective tax rate if recognized, is as follows: 


Balance at December 26, 2017. ....... 0.0 c cece cece cence eevee eee eees $ 806 
Additions to tax positions related to prior years... 0... 0... eee eee ee eee 36 
Additions to tax positions related to current year... 1.2.2.0... eee eee eee 754 
Reductions due to statute expiration ..... 0.0... cc tee eee (114) 
Reductions due to exam settlements ...........0. 0.0 cece cece eee — 
Balance at December 25, 2018. .... 0.0.0 e nee nes 1,482 
Additions to tax positions related to prior years... 1.0.0... eee eee 16 
Additions to tax positions related to current year... ......... 0.00. 362 
Reductions due to statute expiration .......... 00... eee eee (314) 
Reductions due to exam settlement ............ 00. eee cee — 
Balance at December 31, 2019. .... 0... ccc ccc cece teens $ 1,546 


As of December 31, 2019 and December 25, 2018, the total amount of accrued penalties and interest related to 
uncertain tax provisions was not material. 


All entities for which unrecognized tax benefits exist as of December 31, 2019 possess a December tax year-end. 
As a result, as of December 31, 2019, the tax years ended December 27, 2016, December 26, 2017 and December 25, 
2018 remain subject to examination by all tax jurisdictions. As of December 31, 2019, no audits were in process by a tax 
jurisdiction that, if completed during the next twelve months, would be expected to result in a material change to our 
unrecognized tax benefits. Additionally, as of December 31, 2019, no event occurred that is likely to result in a 
significant increase or decrease in the unrecognized tax benefits through December 29, 2020. 
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(10) Preferred Stock 


Our Board of Directors is authorized, without further vote or action by the holders of common stock, to issue from 
time to time up to an aggregate of 1,000,000 shares of preferred stock in one or more series. Each series of preferred 
stock will have the number of shares, designations, preferences, voting powers, qualifications and special or relative 
rights or privileges as shall be determined by the Board of Directors, which may include, but are not limited to, dividend 
rights, voting rights, redemption and sinking fund provisions, liquidation preferences, conversion rights and preemptive 
rights. There were no shares of preferred stock outstanding at December 31, 2019 and December 25, 2018. 


(11) Stockholders’ Equity 


On May 31, 2019, our Board of Directors approved a stock repurchase program under which we may repurchase up 
to $250.0 million of our common stock. This stock repurchase program has no expiration date and replaced a previous 
stock repurchase program which was approved on May 22, 2014. All repurchases to date under our stock repurchase 
programs have been made through open market transactions. The timing and the amount of any repurchases are 
determined by management under parameters established by our Board of Directors, based on an evaluation of our stock 
price, market conditions and other corporate considerations. 


For the year ended December 31, 2019, we paid $139.8 million to repurchase 2,625,245 shares of our common 
stock. This includes repurchases of $89.6 million under the new repurchase program and repurchases of $50.2 million 
under the previous stock repurchase program. We did not repurchase any shares of common stock during the years ended 
December 25, 2018 and December 26, 2017. As of December 31, 2019, we had $160.4 million remaining under our 
authorized stock repurchase program. 


(12) Earnings Per Share 


The share and net income per share data for all periods presented are based on the historical weighted-average 
shares outstanding. The diluted earnings per share calculations show the effect of the weighted-average restricted stock 
units and stock options outstanding from our equity incentive plans. Performance stock units are not included in the 
diluted earnings per share calculation until the performance-based criteria have been met. See note 14 for further 
discussion of our equity incentive plans. For all years presented, shares of non-vested stock that were not included 
because they would have had an anti-dilutive effect were not significant. 


The following table sets forth the calculation of earnings per share and weighted average shares outstanding 
(in thousands) as presented in the accompanying consolidated statements of income and comprehensive income: 
































Fiscal Year Ended 
December 31, December 25, December 26, 
2019 2018 2017 
Net income attributable to Texas 
Roadhouse, Inc. and subsidiaries........... $ 174,452 $ 158,225 $ 131,526 
Basic EPS: 
Weighted-average common shares 
outstanding ........... 0... cece eee eee 70,509 71,467 70,989 
BASIC EPS 25702 secsspenatss aphatnarnstes acatnar age genes $ 2.47 $ 2.21 §$ 1.85 
Diluted EPS: 
Weighted-average common shares 
outstanding .......... 0.0... cee eee eee 70,509 71,467 70,989 
Dilutive effect of nonvested stock.......... 407 497 538 
Sharés-diltted. os. 2 2-icec.ee.ncpancecaeraa ean ac 70,916 71,964 71,527 
Diluted EPS...... 00.0... c cece eee $ 246 §$ 2.20 $ 1.84 
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(13) Commitments and Contingencies 


The estimated cost of completing capital project commitments at December 31, 2019 and December 25, 2018 was 
$163.5 million and $168.3 million, respectively. 


As of December 31, 2019 and December 25, 2018, we are contingently liable for $13.9 million and $14.8 million, 
respectively, for seven leases listed in the table below. These amounts represent the maximum potential liability of 
future payments under the guarantees. In the event of default, the indemnity and default clauses in our assignment 
agreements govern our ability to pursue and recover damages incurred. No material liabilities have been recorded as of 
December 31, 2019 as the likelihood of default was deemed to be less than probable and the fair value of the guarantees 
is not considered significant. 





Lease Current Lease 

Assignment Date Term Expiration 
Everett, Massachusetts (1)(2).. 02... 0... cece eee eee September 2002 February 2023 
Longmont, Colorado (1).......... 0.0 cee e eee eee eee eee October 2003 May 2029 
Montgomeryville, Pennsylvania (1)...............0000- October 2004 March 2021 
Fargo, North Dakota (1)(2)... 0.6... cece eee eee eee eee February 2006 July 2021 
Wogan: Wtah (1) 6 22.tc cscs ata aoe eae tee eae toes January 2009 August 2024 
levine: NOXasi(3) ic-3.c-ac- deh doen bo bate bel Sdn December 2013 December 2024 
Louisville, Kentucky (3)(4) .......... 0. eee eee ee eee eee December 2013 November 2023 


(1) Real estate lease agreements for restaurant locations which we entered into before granting franchise rights to those 
restaurants. We have subsequently assigned the leases to the franchisees, but remain contingently liable, under the 
terms of the lease, if the franchisee defaults. 

(2) As discussed in note 17, these restaurants are owned, in whole or part, by certain officers, directors and 5% 
shareholders of the Company. 

(3) Leases associated with restaurants which were sold. The leases were assigned to the acquirer, but we remain 
contingently liable under the terms of the lease if the acquirer defaults. 

(4) We may be released from liability after the initial contractual lease term expiration contingent upon certain 
conditions being met by the acquirer. 


During the year ended December 31, 2019, we bought most of our beef from three suppliers. Although there are a 
limited number of beef suppliers, we believe that other suppliers could provide a similar product on comparable terms. A 
change in suppliers, however, could cause supply shortages, higher costs to secure adequate supplies and a possible loss 
of sales, which would affect operating results adversely. We have no material minimum purchase commitments with our 
vendors that extend beyond a year. 


We and the U.S. Equal Employment Opportunity Commission entered into a consent decree dated March 31, 2017 
(the "Consent Decree") to settle the lawsuit styled Equal Employment Opportunity Commission v. Texas 
Roadhouse, Inc., Texas Roadhouse Holdings LLC and Texas Roadhouse Management Corp. in the United States District 
Court, District of Massachusetts, Civil Action Number 1:1 1-cv-11732 (the "Lawsuit"). The Consent Decree resolves the 
issues litigated in the Lawsuit. Under the Consent Decree, among other terms, we have established a fund of $12.0 
million, from which awards of monetary relief, allocated as wages for tax purposes, may be made to eligible claimants in 
accordance with procedures set forth in the Consent Decree. For the year ended December 26, 2017, we recorded a pre- 
tax charge of $14.9 million ($9.2 million after-tax) related to the Lawsuit and Consent Decree which included costs 
associated with the legal settlement and legal fees associated with the defense of the case. For the year ended 
December 25, 2018, we recorded $1.5 million of claims administration costs. These amounts were recorded in general 
and administrative expense in our consolidated statements of income and comprehensive income. 


Occasionally, we are a defendant in litigation arising in the ordinary course of business, including "slip and fall" 


accidents, employment related claims, claims related to our service of alcohol, and claims from guests or employees 
alleging illness, injury or food quality, health or operational concerns. None of these types of litigation, most of which 
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are covered by insurance, has had a material effect on us and, as of the date of this report, we are not party to any 
litigation that we believe could have a material adverse effect on our business. 


(14) Share-based Compensation 


On May 16, 2013, our stockholders approved the Texas Roadhouse, Inc. 2013 Long-Term Incentive Plan (the 
"Plan"). The Plan provides for the granting of various forms of equity awards including options, stock appreciation 
rights, full value awards, and performance based awards. This plan replaced the Texas Roadhouse, Inc. 2004 Equity 
Incentive Plan. The Company provides restricted stock units ("RSUs") to employees as a form of share-based 
compensation. An RSU is the conditional right to receive one share of common stock upon satisfaction of the vesting 
requirement. In addition to RSUs, the Company provides performance stock units ("PSUs") to executives as a form of 
share-based compensation. A PSU is the conditional right to receive one share of common stock upon meeting a 
performance obligation along with the satisfaction of the vesting requirement. The following table summarizes the 
share-based compensation recorded in the accompanying consolidated statements of income and comprehensive income: 











Fiscal Year Ended 
December 31, December 25, December 26, 
2019 2018 2017 
TAD OR EXPENS C5: 03% coearers eas anaeetissens ce Sree eae oes $ 9,032 $ 8463 $ 7,171 
General and administrative expense ................ 26,468 25,520 19,763 
Total share-based compensation expense............ $ 35,500 $ 33,983 $ 26,934 








Share-based compensation activity by type of grant as of December 31, 2019 and changes during the period then 
ended are presented below. For both RSUs and PSUs, we do not estimate forfeitures as we record them as they occur. 


Summary Details for RSUs 


Weighted-Average Weighted-Average 





Grant Date Fair Remaining Contractual Aggregate 
Shares Value Term (years) Intrinsic Value 
Outstanding at December 25, 2018 .............. 824,945 $ 53.51 
Granted. .23 covaeGaaerg satis eepaeenae eds 561,191 57.84 
ROMmcited.2csc cpa eeree crete ee tap eawaee tees (74,483) 56.75 
ViSSlCO ie asa an enacpeh cere ntarennaameae hens (475,226) 55.13 
Outstanding at December 31, 2019 .............. 836,427 $ 55.20 1.1 $ 47,110 





As of December 31, 2019, with respect to unvested RSUs, there was $20.8 million of unrecognized compensation 
cost that is expected to be recognized over a weighted-average period of 1.1 years. The vesting terms of the RSUs range 
from 1.0 to 5.0 years. The total intrinsic value of RSUs vested during the years ended December 31, 2019, 

December 25, 2018 and December 26, 2017 was $27.8 million, $32.1 million and $23.4 million, respectively. The 
excess tax benefit associated with vested RSUs for the years ended December 31, 2019, December 25, 2018 and 
December 26, 2017 was $0.3 million, $1.9 million and $1.6 million, respectively, which was recognized in the income 
tax provision. 


Texas Roadhouse, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 


(Tabular amounts in thousands, except share and per share data) 





Summary Details for PSUs 
Weighted-Average Weighted-Average 
Grant Date Fair Remaining Contractual Aggregate 
Shares Value Term (years) Intrinsic Value 

Outstanding at December 25, 2018 ............... 90,000 $ 54.18 

Grantedy «eves be ued bent bee eee eee ee es 117,000 61.86 

Incremental Performance Shares (1).............. 52,169 54.18 

Fortented : pu. once iene noire cineca Sah kel aws (40,000) 61.86 

Vested) coun Laney ane weet rao oe ekee (142,169) 54.18 

Outstanding at December 31, 2019 ................ 77,000 $ 61.86 0.1 $ 4,337 





(1) Additional shares from the December 2017 PSU grant that vested in January 2019 due to exceeding the initial 100% 
target. 


We grant PSUs to certain of our executives subject to a one-year vesting and the achievement of certain earnings 
targets, which determine the number of units to vest at the end of the vesting period. Share-based compensation expense 
is recognized for the number of units expected to vest at the end of the period and is expensed beginning on the grant 
date and through the performance period. For each grant, PSUs vest after meeting the performance and service 
conditions. The total intrinsic value of PSUs vested during the years ended December 31, 2019, December 25, 2018 and 
December 26, 2017 was $8.8 million, $8.9 million and $8.6 million, respectively. 


On January 8, 2020, 95,946 shares vested related to the January 2019 PSU grant and are expected to be distributed 
during the 13 weeks ending March 31, 2020. This included 77,000 granted shares and 18,946 incremental shares due to 
the grant exceeding the initial 100% target. As of December 31, 2019, with respect to unvested PSUs, there was $0.1 
million of unrecognized compensation cost that is expected to be recognized over a weighted-average period of 0.1 year. 
There was no allowable excess tax benefit associated with vested PSUs for the year ended December 31, 2019. The 
excess tax benefit associated with vested PSUs for the years ended December 25, 2018 and December 26, 2017 was $0.7 
million and $0.8 million, respectively, which was recognized within the income tax provision. 


Summary Details for Stock Options 


No stock options were granted or vested during the fiscal years ended December 31, 2019, December 25, 2018 and 
December 26, 2017. The total intrinsic value of options exercised during the year ended December 26, 2017 was $4.0 
million. 


For the year ended December 26, 2017, cash received before tax withholdings from options exercised was $1.6 
million. The excess tax benefit for the year ended December 26, 2017 was $1.0 million which was recognized within the 
income tax provision. 


(15) Fair Value Measurement 


ASC 820, Fair Value Measurements and Disclosures ("ASC 820"), establishes a framework for measuring fair 
value and expands disclosures about fair value measurements. ASC 820 establishes a three-level hierarchy, which 
requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs in measuring 
fair value. The valuation hierarchy is based upon the transparency of inputs to the valuation of an asset or liability on the 
measurement date. 


Level! Inputs based on quoted prices in active markets for identical assets. 

Level2 Inputs other than quoted prices included within Level | that are observable for the 
assets, either directly or indirectly. 

Level3 Inputs that are unobservable for the asset. 
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There were no transfers among levels within the fair value hierarchy during the year ended December 31, 2019. 


The following table presents the fair values for our financial assets and liabilities measured on a recurring basis: 


Fair Value Measurements 
Level December 31,2019 December 25, 2018 


Deferred compensation plan—assets............. 1 $ 44,623 $ 31,632 
Deferred compensation plan—liabilities.......... 1 (44,679) (31,721) 








The Second Amended and Restated Deferred Compensation Plan of Texas Roadhouse Management Corp., as 
amended, (the "Deferred Compensation Plan") is a nonqualified deferred compensation plan which allows highly 
compensated employees to defer receipt of a portion of their compensation and contribute such amounts to one or more 
investment funds held in a rabbi trust. We report the accounts of the rabbi trust in other assets and the corresponding 
liability in other liabilities in our consolidated financial statements. These investments are considered trading securities 
and are reported at fair value based on quoted market prices. The realized and unrealized holding gains and losses related 
to these investments, as well as the offsetting compensation expense, are recorded in general and administrative expense 
in the consolidated statements of income and comprehensive income. 


The following table presents the fair value of our assets measured on a nonrecurring basis: 








Fair Value Measurements Total gain (loss) 
Fiscal Year Ended 
December 31, December 25, December 31, December 25, 
Level 2019 2018 2019 2018 
Long-lived assets held for use ................00000. 1 $ 1,684 $ — $ 1,190 §$ — 
Operating lease right-of-use assets..............0.005 3 §$ 611 §$ — $ (1,144) $ _ 


Long-lived assets held for use include leasehold improvements for one restaurant that is subject to a forced 
relocation. These assets are valued using a Level | input, or the contractually negotiated price we will receive. These 
assets are included in property and equipment in our consolidated balance sheets. These assets were recorded at their 
fair value, resulting in a gain of $1.2 million, which is included in impairment and closure, net in our consolidated 
statements of income. For further discussion of impairment charges, see note 16. 


Operating lease right-of-use assets include the lease related assets for one underperforming restaurant in which the 
carrying value of the right-of-use asset for the associated land and building lease was reduced to fair value. These assets 
are valued using a Level 3 input, or the discounted cashflows we expect to receive based on the future operations of this 
location. This resulted in a loss of $1.1 million, which is included in impairment and closure, net in our consolidated 
statements of income. For further discussion of impairment charges, see note 16. 


At December 31, 2019 and December 25, 2018, the fair values of cash and cash equivalents, accounts receivable 
and accounts payable approximated their carrying values based on the short-term nature of these instruments. 


(16) Impairment and Closure Costs 


We recorded impairment and closure costs of ($0.9) million, $0.3 million and $0.7 million for the years ended 
December 31, 2019, December 25, 2018 and December 26, 2017. 


Impairment and closure costs in 2019 included a gain of $2.6 million related to the forced relocation of one 
restaurant. This included a gain of $1.2 million related to the leasehold improvements and a gain of $1.4 million to settle 
a favorable operating lease. Also, in 2019, we recorded a charge of $1.1 million related to the impairment of the right-of- 
use asset at an underperforming restaurant. The remaining costs of $0.6 million related to costs associated with the 
relocation of restaurants. 
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Impairment and closure costs in 2018 and 2017 were related to costs associated with the relocation of restaurants. 
(17) Related Party Transactions 


As of December 31, 2019 and December 25, 2018, we had nine franchise restaurants and one majority-owned 
company restaurant owned in part by certain of our officers or the former president of the Company. As of 
December 26, 2017, we had ten franchise restaurants owned in part by certain of our officers, directors and 5% 
stockholders of the Company. These franchise entities paid us fees of $2.2 million, $2.1 million and $2.1 million for the 
years ended December 31, 2019, December 25, 2018 and December 26, 2017, respectively. As discussed in note 13, we 
are contingently liable on leases which are related to two of these restaurants. 


On December 3, 2018, we acquired one franchise restaurant owned in part by our founder. This entity paid us fees 
of $0.1 million for the year ended December 25, 2018. See note 4 for further discussion of this acquisition. 


In addition, in 2018, our founder made a personal contribution of $1.0 million to cover a portion of the planned 
expenses incurred as part of the annual managing partner conference which marked our 25th anniversary. This amount 
was recorded as general and administrative expense on the consolidated statements of income and comprehensive 
income and as additional paid-in-capital on the consolidated statements of stockholders’ equity. 


(18) Selected Quarterly Financial Data (unaudited) 








2019 
First Second Third Fourth 
Quarter Quarter Quarter Quarter Total 

IRGVenU sates cylentice dot ater seed etc e he enh patentee $ 690,608 $689,828 $650,489 $725,238 $2,756,163 
Total costs and expensesS.......... 00000 c cece eee $ 630,163 $636,545 $605,605 $671,827 $2,544,140 
Income from operations .......... 0000 cece eee eee $ 60,445 $ 53,283 $ 44,884 $ 53,411 $ 212,023 
Net income attributable to Texas Roadhouse, Inc. 

and SUbSIGIAIIES ees. eed. oo hodticeed getegidcbedep dean pede gedee dea $ 50,390 $ 44,845 $ 36,531 $ 42,686 $ 174,452 
Basic earnings per common share ...............-. $ 0.70 $ 063 $ O53 $ O61 $ 2.47 
Diluted earnings per common share................ $ 0.70 $ 063 $ 052 $ O61 $ 2.46 
Cash dividends declared per share................. $ 030 $ 030 $ 030 $ 0.30 $ 1.20 

2018 
First Second Third Fourth 
Quarter Quarter Quarter Quarter Total 

Revenue .... 0.0... ccc cece eee eens $ 627,705 $629,237 $594,595 $605,912 $2,457,449 
Total costs and expenses......... 0.00. c cece ee eee $ 562,834 $574,970 $559,151 $572,705 $2,269,660 
Income from operations .......... 0000 c cece eee $ 64,871 $ 54,267 $ 35,444 $ 33,207 $ 187,789 
Net income attributable to Texas Roadhouse, Inc. 

and subsidiaries............0.. 0.0 cece cece eens $ 54,541 $ 44,227 $ 29,125 $ 30,332 $ 158,225 
Basic earnings per common share ................. $ 0.76 $ 062 $ O41 $ 042 $ 2.21 
Diluted earnings per common share................ $ 0.76 $ 062 $ 040 $ 042 $ 2.20 
Cash dividends declared per share................. $ 025 $ 025 $ 025 $ 0.25 $ 1.00 


The fourth quarter of 2019 includes an estimated impact of $0.10 to $0.11 per diluted share for the 53"! week. 


SUSTAINABILITY 


UPDATE 





DEAR SHAREHOLDERS, 


This is our second year to highlight our sustainability efforts in the Annual Report. As we announced last year, we are 
committed to updating our Sustainability Report annually. We also committed to updating the Board of Directors each 
year, which we did at the November Board of Directors Meeting. We updated the Board on our 2019 accomplishments 
and our plan for 2020. The support of the Board and the Executive Team demonstrates our company’s commitment to our 
sustainability mission, which is to make every community we serve better than we found it. 


We believe that our four pillars - Food, 
Community, Employees, and Conservation - 
align with our brand, employees, and guests. 
The pillars are also aligned with five of the 
United Nations’ 17 Sustainable Development 
Goals: good health and well-being, clean 
water and sanitation, affordable and clean 
energy, responsible consumption and 
production, and life on land. 


Since the beginning, one of our most 
important sustainability assets is our 
Managing Partner Model, which provides 
our Managing Partners with 10% of their 
restaurant profits. This ownership mentality 
is a built-in incentive for our Managing 
Partners to reduce waste, conserve energy, 
and run lean restaurants. After all, the less 
they waste means more money in their 
pockets. This creates a win for all. 


We are excited about the bottom-up 
momentum that has been created rather 
than top-down mandates. Our company was 
built on this bottom-up mentality and we 
feel that for sustainability to be successful, 
we need to follow that same model. Building 
“sustainability champions’ will provide 
immense benefits down the line. 


For example, last year, we created a 
Sustainability Committee at our Support 
Center. This group, which is comprised of 
10 employees from various departments, 
was formed in April and has hit the ground 
running. In September, the committee and 
Support Center volunteers completed a 
neighborhood cleanup where they collected 
400 gallons of trash. The committee also 
hosted a Responsible E-cycling Week and 
collected three 112-gallon bins of electronics 
and four 96-gallon bins of documents to 
shred. They have committed to hosting one 
event each year, and knowing this group, it 
will probably be more! 


The renovation of our Support Center offices 
gave us a great opportunity to highlight 
sustainability throughout our buildings. A 
few examples include the use of recycled 
barn wood, wood from bourbon barrels, 
water bottle filling stations, and recycling 
areas, which has lessened the use of plastic 
bottles and cans throughout the buildings. 


The building design includes an open-office 
concept, creating more natural light, which 
will cut down on electricity use. In addition, 
all offices now have lights with motion 
sensors that turn off automatically, which 
has resulted in energy savings. 


We also found a great opportunity to 
combine sustainability with our support 

of veterans through a partnership with 
Chris Cruise. Chris is a veteran who created 
a company to make wooden flags from 
discarded bourbon barrels. The repurposed 
flags are made by veterans, some of who 
are 100% disabled. As a result of the 
partnership, we ordered nearly 400 of the 
flags rather than creating awards for our 
upcoming conference. 


In 2019, we began our partnership with 
WaterStep, a non-profit focused on water 
solutions for clean water in developing 
countries. Through our partnership, we 
purchased WaterBalls to help women and 
children in developing countries gather 
water for their families. Instead of carrying 
limited quantities of water on top of their 
heads, the WaterBalls are a safer and more 
efficient solution. WaterStep has used some 
of the money donated to explore building a 
factory in Kenya to build the WaterBalls and 
distribute locally, which would provide jobs 
and cut down on shipping costs. 
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SUSTAINABILITY 


For 2020, we increased our commitment 
to the Honeybee Conservancy. We had 
great success last year in placing bee hives 
throughout the country. This year we will 
also be providing grants to beekeepers. 


As we continued to grow our sustainability 
programs, we did face several challenges 
last year. Our kids crayon recycling program 
did not do well in our regional test, so we 
have not expanded it nationwide. We are 
currently reassessing the program to find 
future opportunities that might be more 
effective. We also experienced a drop in 

the number of stores recycling in 2019. 

This is the second year we have experienced 
a drop, which is due to rising costs and 
other hurdles. 


We have a number of new opportunities 
that we are exploring in 2020. For example, 
we are in the very early stages of testing 

a uniform shirt that is made from recycled 
materials. We are also excited to begin 
sharing sustainability messaging on our 
social media channels more consistently 
throughout the year. And finally, we are 
going to explore composting in our Support 
Center café in an effort to reduce waste. 


We are excited about the opportunities and 
momentum in 2020 as we believe it could 
bea pivotal year. To review our full 2019 
Sustainability Report, visit our website at 
texasroadhouse.com/sustainability. 


Travis Doster 
Vice President of Communications 
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The Texas eubaise Support Center Sustainability 
Committee was established in April. The Committee 
had their first neighborhood clean-up and collected 
400 gallons of trash. 


We installed solar panels in two of our Arizona 
stores. These two systems combined will generate 
about 500 kWh to our stores. 


PRESERVING 
RESOURCES 
THROUGH 
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BOARD OF RESTAURANT 
DIRECTORS LOCATIONS 


CURTIS A. WARFIELD 
CEO and President 
Windham Advisors LLC 


GREGORY N. MOORE 


Former Senior Vice President and Controller 
Yum! Brands, Inc. 


JAMES R. ZARLEY 
Former Chairman and CEO 
Conversant, Inc. 


KATHLEEN M. WIDMER 


Group Chairman, Consumer North America 
Johnson & Johnson 


W. KENT TAYLOR 
Founder, Chairman, CEO, and President 
Texas Roadhouse, Inc. 


SHAREHOLDER 
INFORMATION 


SUPPORT CENTER 
(Corporate Office) 


6040 Dutchmans Lane, Louisville, KY 40205 

(800) TEX-ROAD or (800) 839-7623 | NTE R N Al | O N A 
ANNUAL MEETING 
Thursday, May 14, 2020 

9:00 AM EDT 

Texas Roadhouse Support Center 


6040 Dutchmans Lane 
Louisville, KY 40205 


TRANSFER AGENT 
Computershare 

P.O. Box 505000, Louisville, KY 40233 
Phone (877) 581-5548 


FINANCIAL INQUIRIES 

For additional financial documents and information, 
please visit our website at texasroadhouse.com. Please 
contact us by phone at (502) 515-7300 or by sending us 
an email to investment@texasroadhouse.com 


INDEPENDENT AUDITORS 

KPMG LLP 

400 W. Market Street, Suite 2600, Louisville, KY 40202 
Phone (502) 587-0535 


ent "i a= 
| 


Travis Doster at (502) 638-5457 
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STOCK LISTING 


Texas Roadhouse, Inc. Common Stock is listed on the 
NASDAQ Stock Exchange under the symbol TXRH 











